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TAX DATA VALIDATION
GLOSSARY OF TERMS

Data Element Validation (DEV). A validation procedure that involves sorting and
reviewing files of reconstructed employer contributions transactions. DEV ensures
that individual data elements have been accurately classified for al transactions and
match the Federal definitions (Module 2).

Filelntegrity Validation (FIV). A validation procedurethat comparescharacteristics
of reconstructed transactions to supporting documentation (usually query screenson
the Ul database). FIV ensures that the data in the reconstruction file accurately
represent the correct data in the database (Module 2).

Independent Count and Summary Spreadsheet. A validation procedure used when
the State has produced the validation file from the same extract files used to produce
the ETA 581 Report. Results from independent count validation are entered onto a
spreadsheet for comparison with the counts on the Federal reports (AppendicesC and
D).

Report Validation (RV). A validation methodology that reconstructs (lists) all
transactions in mutually exclusive groups (subpopulations), counts them, and
compares the results to the counts reported on the Federal Employment Training
Administration (ETA) 581 report (Module 1).

Modules. The component processes for conducting data validation. Modules also
serve, in practice, as the chapters of this handbook.

Population. A set of transactions of asingletype. There are five populations: active
employers, report filing, status determinations, accounts receivable and field audits.
Subpopulations are finer subdivisions of transactions within each population.

RV Files. Files of reconstructed employer contributions transactions created by the
State data processing staff using the reconstruction file specifications. Fivefilesare
created, one for each population of transactions (Appendix A).

RV Spreadsheets. Spreadsheets that help the State compare subpopulation counts
with Federa report item counts for each of the five transaction populations. A
separate spreadsheet is available to enter the results of the wage item validation in
Module 5 (Appendix B).

Transaction Validation (TV). A validation processthat checksthe accuracy of each
characteristic or data element against all available information in the database, and, if
necessary, against information in hard copy documentation. TV has two components
— DEV and FIV (Module 2).

Validation Worksheets. Worksheets that guide the validator through FIV and the
DEV for each of the five transaction populations (Appendix E).
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INTRODUCTION

A. OVERVIEW OF DATA VALIDATION: PRINCIPLES AND APPROACH
Principles

States regularly report to the U.S. Department of Labor (DOL) under the
Unemployment Insurance Required Reports (UIRR) system. In particular, States
submit a quarterly report on their activities in the collection of Unemployment
Insurance (U1) Employer Contributions (taxes). Thisisthe Employment and Training
Administration (ETA) 581 report entitled “ Contribution Operations.”

Datafromthe ETA 581 report are used for three critical purposes: (1) allocation of Ul
administrative funding based on State workload, (2) performance measurement to
ensure the quality of State Unemployment Insurance program operations, and (3)
calculation of Stateand national economic statistics. Exhibit .1 summarizesthetypes
and use of the data. Exhibit 1.2 displaysthe ETA 581 report.

ExHIBITI.1
GENERAL TYPESOF ETA 581 DATA TO BE VALIDATED
Performance/Tax
Performance System

Funding/ (TPS) Computed Economic
Data Type Workload M easur es Statistics
Active Employers v v v
Report Filing v
Status Determinations v v
Accounts Receivable v v
Field Audits v
Wage Items v v

Because workload and performance data have these critical uses, it is essential that
States report their activities accurately and uniformly. Datavalidation isintended to
assureaccuratereporting of employer contribution activities. Two principlesunderlie
a comprehensive data validation process:
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Contribution Operations

ExHIBITI.2

FormM ETA-581

U.S. Department of Labor

Employment and Training Administration

&

A. Report for quarter ended

B. Reglon Code

C. State Code

D. State

E. Wagé Reporting Basis ("X™ one)
D Request Reporting

) ‘OMB Approval No. 12050178
[ ] wage Record | Expires: 8/31/2002 .

£nd of Quarter Employers

_ Deling ¥ . ~Total Number of
* G ) Cutoff Date Wage Items Received
Employer |Line |1 Gonyributory 2. Reimbursing 3. Total 4 3 a9 cceive
Count
101
o . 12. No. of Qutstanding Quar- | 13. Total Estimated
Filing Reports For Preceding Quarlers 15 Pri ibuti
Employer Cantributory Employers Reimbursing Employers
Reports ru ’7 N ——
o 6. Filing 8. 9.  Filing 10.
Timely Secured Rosolved Timely Secured Resolved
201
Status Determinations Made During Report Quarter
Slatus Newly Established Accounts Successor Accounts 20, inactivations/Terminations o
Deter- 14. 15. Time 16. Time 17. 18.  Time 19. Time
minations Lapse of 90 Lapse of 180 Lapse of 90 Lapse of 180
Number Days or less Days or Less Number Days or less Days or Less
301
Contributory 21. Total Receivables at gz. AmgllmtDuDe.\erraiened“ E_a. %ecei‘;/%b\lqs f %:.c IRecgil\Sableﬁ ol %5, nec?:liva%'ecsl 26. Total Receivables at 27. No. of Employers
Emp! - AN Period eceivable During Repo! iquidated During Report ared Uncollectible |Removed at End | en i i i
ployers: Beginning of Per d Poriod Foniod Buring Report Petiod of Report beriod d of Report Period Owing Receivables
Receivables | 54
rod 2. 6 Months or Less_ |29 9 Monihs . 12 months 3. 15 Months 3. over 15 Months
Receivables | 492
Reimbursing 33. Total Receivables at | 34. Amgtlmt Determined Eﬁ. r:jeceivables 36, Recgivables b 37‘ Receivables | 38. Total Receivables at 39. No. of Employers
- inni i Receivable During Report | Liquidated During Report | Declared Uncollectible |Removed at End i i i
Employers: Begmnmg‘of Period Podod g Repol pana : 9 During Report Period | of Report Period End of Report Period OwlngRﬁexvables
Receivables | 43
ge 40. gMonths orLess |41 9 Months 42 12 Months 3 15 Months 4. Qver 15 Months
Receivables | 404
Number of Audits 48.  Calendar Quarters Total wages Audited 51.  Hours Spent 52. No. of Fmployees
Audit Audited in Auditing Misclassified as
Activity 45. Large 46. Change 47. . . —— Indgp. Contractors
Employer Audits | Andits Total Audits 49 Pre-Audit 50. Post Audit
501
Amount Underreported Amount Overreported
54, 55. L 56. N L
Total Wages __Taxable Wages Contributions _ Totai Wages Taxable Wages Contributions
502
F. Signature Title Date

Persons are not required 1o respond to this collection of information unless it displays a currently valid OMB control number. Respondents obligation to reply to these reporting requirements are o
required to obtain or retain benefilts (S5A302(a)). Public reporting burden for this collection of information is estimated to average 8 1/2 hours per response, ingluding the time for reviewing
instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding this burden

estimate or any other aspect of this collection of information, including suggestions for reducing this burden, to the U.S. Department of Labor, Office of Unemployment insurance, Room S-4516,
Washington, DC 20210 (Paperwork Reduction Project 1205-0178). '

ETA-581 (Rev. Mar. 1999)
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INTRODUCTION

» If dataare collected, they should be thoroughly validated to ensure that they
arevalid and usable.

+ If dataarecollected, they should be thoroughly validated to ensure that they
are valid and usable.To be practical for national implementation, the
validation approach must be efficient and cost effective.

These two principles have been used to develop this system for validating data that
States report to the U.S. Department of Labor about their Ul contribution operations.
This handbook explainsin detail how to do data validation.

Approach

The basic approach used in data validation isto reconstruct the numbers that should
have been reported on the ETA 581 form. Because State unemployment insurance
records are highly automated, States can devel op computer programs that go through
State databases and extract all transactions that should be on the report. The use of
automation reducesthe burden onvalidators. Oncethetransactionsareextracted, they
are subjected to a series of “logic rules.” These rules validate the accuracy of the
reconstructed data, assuring that States have used the most definitive source of
information and have adhered to Federal definitions.

Modules 1, 2, and 3 of this handbook explain how to create and test reconstruction
files— filesthat list all transactions or employers that should have been counted on
thereport. Theinstructions are State-specific in that they present many details of the
validation process using the terminology and data elements of each individual state.

Once the State has developed an accurate reconstruction of the numbers that should
have been reported on the ETA 581, the handbook provides tools to compare the
reconstructed counts to the values that were actually reported.

Modules 4 and 5 of this handbook provide instructions for two validation tasks that
do not use an automated reconstruction approach. Module 4 tests the procedures for
selecting some samples used in the Tax Performance System. Module 5 describes
procedures for validating counts of wage items processed.

B. DATA ERRORSIDENTIFIED THROUGH VALIDATION
Validation isintended to ensure that data on the ETA 581 report are error free. Thus

the design of the data validation system should be grounded in an understanding of
likely sources of reporting error — both systematic errors and random errors.
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INTRODUCTION

Systematic errors involve faulty design or execution of reporting procedures or the
automated programs that generate reported counts. Random errors are mistakes in
judgment or dataentry that corrupt theinformation entered in datasystemsor recorded
on reports. The validation design addresses both types of error.

e Systematic errors can be serious because they are imbedded in automated
reporting programsand standard statereporting procedures. Thus, whenthey
occur at al, they occur repeatedly. On amore positive note, the systematic
nature of these errors means that they do not need to be assessed very often,
and, once corrected, are unlikely to reoccur.

»  Systematic errors can produce three types of misreporting: (1) too many
transactions reported (overcounts), (2) too few transactions reported
(undercounts), and (3) misclassification of transactions. The primary
purpose of the data validation process is to identify the occasions when
systematic errors produce incorrect reports.

* Randomerrorsaremorevariable. They include problemssuch as: (1) input
errors, (2) judgment errors, for example, misunderstanding or misapplying
Federal definitions, and (3) improper State definitions or procedures. In
general, random errors occur intermittently. For example, afew data entry
errors may occur even when most information is entered correctly.
Correcting one error does not ensure that similar errorswill not occur in the
future.

Many of the more common judgment and definitional errors can be detected through
existing Tax Performance System (TPS) reviews. TPS acceptance samplesfor status
determinations and field audits eval uate the accuracy of transaction classification and
posting. TPS system reviewslook for strong supervision, up-to-date documentation,
and other controls that l[imit human error. Data validation does not attempt to repeat
TPS reviews. Rather, it supplements TPS with areview of systematic errors while
remaining alert to additional sources of random error.

Consistent and accurate reporting requires both good data and accurate systems for
reporting the data. Data validation and TPS together test whether data are entered
accurately and whether they are counted correctly. Because TPS tests for many
random errors, data validation concentrates primarily on systematic errors.

C. DATA SOURCESFOR FEDERAL REPORTING AND VALIDATION

States use different methodsto prepare the ETA 581 report. Some States produce the
Federal reportsdirectly fromtheemployer contribution database. Computer programs
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scan the entire database to select, classify, and count transactions. Other States
produce a database extract or statistical file as transactions are processed, essentially
keeping arunning count of itemsto be tabulated for the report. Still other States use
a combination of these methods. The basic approach to Data Validation is the same
no matter how the report is devel oped — States reconstruct the reported transactions
using standard national criteria.

The validation methodology is flexible in accommodating the different approaches
used by States. However, validation is most effective when validation data are
produced directly from the employer contributions database. For cost reasons and to
minimize changes in data over time, some States prefer to use daily, weekly, or
monthly statistical extract files instead. When extract files are used, other types of
systemerror may occur. Reportabletransactionsmay beimproperly excluded fromthe
employer master file. Furthermore, the statistical file may contain corrupt data. The
statistical fileis not used as part of the daily tax system and, therefore, errors may not
be detected and corrected through routine agency business.

The only way to test for these problems is to independently reconstruct or query the
employer master file. Statesthat produce validation data from the same extract files
used to producethe ETA 581, rather than directly from the database, must ensure that
the extract files contain all the appropriate employers or transactions. Theway to do
this is to recreate the logic used to produce the reports. This handbook includes a
validation tool, “independent count validation,” specifically for this purpose.

The specific type of independent count (simple query, multiple queries, cross
tabulation) must be determined by State programming staff.*

Exhibit 1.3 outlines variations in the validation methodology, based on typical State
approachesto ETA 581 reporting and data validation reconstruction. To identify the
specific validation methodology to be implemented, the State validator or regional
representative should identify the State's ETA 581 report source and validation
reconstruction source for each population to be validated.

! Thereisnoway to accurately reconstruct thereport count when the statistical filecontains
transactions that are no longer present on the database (e.g., when it till includes status
determinationsthat were deleted from the main database after a corrected status determination
was prepared for the same employer). The State may only be able to do a rough independent
count, e.g., by comparing the count of new status determinations to the difference between the
prior and the report quarter’ s count of active employers.
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ExHIBITI.3

VARIATIONSIN VALIDATION METHODOLOGIES BASED ON STATE
APPROACHESTO REPORTING AND RECONSTRUCTION

ETA 581 Data Validation
Indepen- Sour ce
Transactions dent Documentatio
Overwritten Program Program Count n Review
Scenario | on Database Type Sour ce Timing Type Sour ce Timing Required Required Comments
1 No Count Database Snapshot DRE Database Snapshot No No Best scenario because comparing
snapshots eliminates timing
discrepancies
2 No Count Statistical Daily DRE Database Snapshot No No Database is only reconstruction
file source. There could be changes

in transaction characteristics (but
will find all transactions).

3 No DRE Database Snapshot DRE Database Snapshot Yes No Reporting and validation are the
same program. Independent
count may mirror that program.

4 No DRE Statistical Daily DRE Statistical Daily Yes Yes Since transactions are not
file file overwritten, States should be
able to do Scenario 2 instead.
5 Yes DRE Statistical Daily DRE Statistical Daily NA NA No alternative validation source.
file file Cannot reconstruct from the
database. Not thorough
validation.
6 Yes Count Statistical Daily Must createa | NA NA NA NA Cannot reconstruct from
file daily extract database. Must change reporting

process to Scenario 5.

NOTE: Snapshot is of areporting period.
DRE = Detail Record Extract
NA = Not Available
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D. VALIDATION APPROACH

The comprehensive data validation program described in this handbook ensures the
accuracy of the UIRR data. It validates most itemson the ETA 581 report. It does so
using a process that is highly automated and complements existing quality control
programs such as TPS. Thusit minimize validator time and ongoing State burden.

Thevalidation processinvolvesareconstruction of report counts. It providesan audit
trail to support the countsand classifications of transactions. Through thisaudit trail,
the State proves that its UIRR data have been correctly counted and reported. For
example, if a State reports 5,000 reimbursable employers at the end of the quarter,
then the State must create afilelisting all 5,000 employers. Thefileasolistsrelevant
characteristics, such asthe Employer Account Number (EAN), employer type, liability
date, number of liable quarters, and sum of the wages in those quarters. Analysis of
these characteristics can assure validators that all 5,000 employersbelong on thelist.
If such a file does, indeed, contain 5,000 correctly classified employers then the
reported number is proved and the report is considered valid.

To assure that the reconstruction of report counts has been done correctly, the
approach also includes three tests of the reconstruction process:

1. Modulel.2, Duplicate Detection, checksthat each transactionisincludedin
the reconstruction only once.

2. Module 2.1, FilelIntegrity Validation, ensuresthat the correct data has been
extracted from the State’' s database.

3. Module 2.2, Data Element Validation, ensures that each transaction in the
reconstruction fileis classified correctly.

These three checks build validators' confidence in the reconstruction count.

This handbook provides detailed validation instructions for each State, ensuring that
State and Federal Regional Office staff understand all relevant aspects of the State’'s
employer contributions reporting system. In specifying how to reconstruct reported
transactions, the methodology explains the criteria that States should use in their
Federal employer contributions reporting. Thus in addition to guiding the States
through the validation process, this handbook providestechnical guidance on Federal
ETA 581 reporting requirements

States themselves perform the validation, which is followed by a Federal Regional
Office audit of theresults. To facilitate the Regional Office audit, the State prepares
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and maintains a validation package. This package enables the regional auditor to
easily follow the validator’s work, without requiring the State to print out entire
reconstruction files. The components of the package are discussed in more detail in
Modules 1 and 2.

E. UNITSOFANALYSIS

There are 50 ETA 581 report items to validate.> Each item has its own set of
definitions, rules, and validation requirements. To minimize the burden of
reconstructing item counts, the validation processis streamlined by breaking it down
into manageable components. The data to be validated are grouped into mutually
exclusive populationsand subpopulations. Thevalidation processitself isorganized
into aseriesof modulesthat arethelogical stepsintheprocess. Thisstructureletsthe
validation team focus on one type of data at atime, and validate each type of dataone
step at atime.

A single employer account transaction may be counted in several different ETA 581
report items. For example, atimely filed contribution report is counted in two items
for the current report quarter (timely reports and reports secured) and in one item in
the following report quarter (reports resolved).

Validation reconstructs and analyzes each transaction only once, eveniif it is counted
in multiple cellson thereport. Employersor transactions are classified into mutually
exclusivegroups— specifically, fivetypesof employersor transactions(popul ations),
which are composed of 46 mutually exclusive groups (subpopulations). Each
subpopulation represents a unique set of data elements or characteristics. All
validation counts are built from these subpopulations. The five populations of
reconstructed employer contributions transactions are:

1. Active employers

2. Report filing

3. Status determinations
4. Accountsreceivable

5. Fiddaudits

2 Wage items processed (item 5 on the ETA 581) are validated but through a less
comprehensive process. They are not included as a reconstruction population.
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Exhibit 1.4 liststhe ETA 581 populations and subpopulations that are reconstructed
and the number of report items being validated for each.

ExHIBIT .4
ETA 581 REPORT, BY TRANSACTION POPULATION
ETA 581 Number Number of
Transaction Line Dimensions Used to of Report Subnooulations
Population Numbers Distinguish Subpopulations Items bop
1. Active 101 Employer status 3 2
Employers  contributory
* reimbursing
2. Report Filing 201 Timing of report receipt and 6 16
resolution
o timey
 secured within the quarter
* resolved within two quarters
3. Status 301 Type of status determination 7 8
Determinations * new
* successor
* inactive
* terminated
Time lapse of the determination
4. Accounts 401 Type of receivable processing 22 16
Receivable 402 * amounts established
403 * liquidated
404 * declared uncollectible
» removed from the report
 outstanding debt.
5. Field Audits 501 Employer size 11 4
502 e small
* large
Audit result
» change
* no change
Wage Items 101 1 N/A
Processed
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F. HANDBOOK OVERVIEW

To ensurethat reported data are accurate and meet Federal reporting definitions, there
arefivevalidation processesor “modules’. These modulesprovideall thetoolsto be
used in validating the quantity and quality of Federally reported data. The modules
are outlined below.

Modules
* Modulel— Report Validation (RV)

Module 1 validates that the programs that create the Federa reports are
functioning correctly. The module provides instructions for creating the
extract files that are audit trails for information in the ETA 581 report.
Detailed specifications for these extract files can be found in Appendix A.
The validator systematically examines the reconstructed files once they are
produced. Thefollowing toolsare used to accomplishthisvalidation. They
are introduced briefly here and discussed more fully in later sections.

(1.1) Item Count. The validator compares the count in each Federal
report item with the count from its corresponding subpopulationsin
the reconstruction files. An RV spreadsheet is provided to perform
all necessary calculations and determine whether any differences
between the counts are within an acceptable level of error.

(1.2) Duplicate Detection. Samples of reconstructed transactions are
sorted by employer account number (EAN). The validator reviews
these files to detect any invalid duplicate transactions. The results
are then entered onto the RV spreadsheet and the fina
reconstruction counts are adjusted for duplicates as necessary.

* Module2— Transaction Validation (TV)

Module 2 validatesindividual transactionsto determinethe accuracy of both
the State reconstruction files and the data elements used to classify the
transactions. Validators use the reconstruction files generated for Module 1
along with the sort files created for Module 2. Each columninthefilerefers
the validator to a specific “step” or substep in the State-specific validation
instructions (Module 3). The instructions refer the validator to the
appropriate screen, field, and code used to validatethedataitemin that State.
The validator tests this information for selected transactions to ensure that

Ul Tax Data Validation Handbook 1-10
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the reconstruction files have been built correctly. The following tools are
used to accomplish this transaction validation:

(21) File Integrity Validation. For a minimum sample of two (2)
transactions, thevalidator comparescharacteristicsof thetransaction
to all available supporting documentation in the State’s records.
Thisensuresthat the datain the reconstruction file accurately reflect
the correct employer recordsin the database. Resultsare entered on
the validation worksheet.

(2.2) Data Element Validation. For specified data elements, the
validator reviews sorted reconstruction files to ensure that all
transactions have been accurately classified based on the individual
dataelementsand the Federal definitions. Resultsare entered onthe
RV spreadsheet and the validation worksheet.

 Module 3— State-Specific TV Instructions
Thisisthe State-specific set of instructions that the validator usesin TV.

* Module4— TPSValidation
This module describes a process to validate TPS acceptance samples.

e Module5— Wageltem Validation
This module explains how wage items are to be validated.

Appendices

* Appendix A — RV Specifications contains detailed requirements for

producing thereconstructionfilesfor Module 1 and the sortsused in Module

2.

* AppendixB— RV Spreadsheetsprovidesformsfor reporting theresultsfor
each validated population.

e Appendix C — Independent Count providesamechanism for the validator
to determine whether any transactions have been excluded from any ETA
581 report item. Thismechanismisapplicableto Statesthat createthe ETA
581 from the same extract files used to generate the reconstructed files. Itis
not required for Statesthat use separate programsto generate Federal reports
and to reconstruct the reported transactions.
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* Appendix D — Independent Count Summary Spreadsheet is used to
record the results of an Independent Counts. It is used only by states
required to conduct an Independent Count for validation.

» Appendix E— Validation Worksheetsguidesthevalidator throughthe TV
process. These worksheets record any errorsidentified through TV.

 Appendix F — Alternative Methodology For Duplicate Detection
describes amore automated test for duplicates that States have the option of
using.

» Appendix G — Data Validation Tasks provides a summary of
recommended staff roles and activities for completing data validation.

G. WALKTHROUGH OF THE DATA VALIDATION METHODOLOGY

Exhibit|.5illustratesthedatavalidation processdetail ed in the handbook modulesand
appendixes, using ETA 581 active employers as an example.®

@® The“Ul Employer Database” represents the State's master file, or perhaps
several databases storing data on different parts of the tax operation. As
Statesmanage employer contributions, they enter datainthedatabase. There
may also be times when the system automatically places datain employer
accounts, for example, when an automated flag is placed in an employer file
to indicate that areport is delinquent.

AsExhibit 1.5 shows graphically, the State may view data from the database
in several different ways. A State may query the database, for example, by
referringto aquery screen such asthe“ Tax Transcript” at thetop right of the
figure. The State may also produce more formal reports such as the ETA
581, aportion of which is shown at the top left.

@ To validate the official report, the state data validation staff develops a
detailed record extract, or reconstruction file— alist of all transactions on
the state database that should be reported for asingleitem on the ETA 581.
Thefileisdisplayed for review by validators (middle figurein left column).

3 Thevalidation file, sort file, and State-specific handbook have been modified dightly in
Exhibit .5 for presentation purposes. Utah's Tax Transcript screen and handbook are shown.
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INTRODUCTION

The validator compares the reconstructed count (here 6) to the reported
count (also 6). Transactionsare also checked for duplicatesand other errors.

The State should concurrently generate the ETA 581 and the validation file
(the reconstructed “audit trail”) from the employer database. At the same
time the State should produce supporting documentation from the employer
database (for example, query screens) for File Integrity Validation (FIV)
(Module 2).* Alternatively, the State may generate the ETA 581 and/or the
validation file from a detail record extract statistical file (such as a TPS
universe).

Thevalidator assemblesapackage of materials— printouts of the beginning
and end of each reconstruction and sort file, population spreadsheets,
worksheets, and screens— to be used during validation and for review by an
auditor from the Regional Office of the U.S. Department of Labor.

The validator, guided by “Step” numbers in each column heading on the
reconstruction specification, refers to instructions in the State-specific
portion of the validation handbook to test the integrity of the reconstructed
data. Thebottomright portion of Exhibit 1.5 showsapageof Module3. The
“Steps’ in Module 3 provide State-specificinstructionsfor checking that the
reconstruction files have been built correctly.

The handbook refersto State source documentation (usually query screens)
that the validator compares to the reconstruction file to complete FIV.

To perform Data Element Validation (DEV), State ADP staff sort, by
individual data elements, all transactions in specified subpopulations from
the validation reconstruction file. The sorted files help the validator spot
transactions that should not have been included in the reconstruction files
because they do not meet the specifications for the subpopulation.

The validator, again guided by step numbersin each column heading, refers
to specific stepsin the State-specific validation handbook to validate that the

4 Given the highly automated nature of tax data validation, database screens are generally
the only supporting documentation needed. Therefore, this handbook refersto screens, rather
than to supporting documentation, throughout. To prevent inconsistencies due to timing,
screens to validate the accuracy of transfer of data from the database should be printed asthe
recongtruction fileis created. If thisis not possible, the validator may select non-overwritten
transactions for the FIV.
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individual data elements have been accurately classified and match the
Federal definitions.

If necessary, after reconstruction files have been tested and corrected, the
validator makes afinal comparison between the reconstruction counts and
the report counts.

H. OVERVIEW: PREPARATION FOR DATA VALIDATION —TASK 1

From time to time this handbook provides recommendations for managing the
validation process. These recommendations are described in “Task” exhibits. For
each task the handbook provides alisting of activities to be completed and the staff
who are likely to take the lead on each activity. Staff roles and responsibilities for
preparing for DataValidation are summarized in Exhibit 1.6 below. Staff roleswill be
divided among:

Automated dataprocessing (ADP) staff, who have the primary responsibility
for extracting datafrom the database to create the reconstruction files. They
also sort and format those files so they are useful to validators.

Validators, the end users who test the reconstructed data and then assessthe
validity of the information the State has reported on the ETA 581 report.
Validators should work closely with ADP staff to determine theinformation
that belongs in the reconstruction files.

Managers, who are responsible for assuring that (1) the data validation
process stays on track and (2) the data validation team has the resources it
needs to meet the requirements of this handbook and the schedul e set by the
State.

Ul Tax Data Validation Handbook 1-15 May 2001



EXHIBIT |.6

TASK 1: PREPARING FOR DATA VALIDATION

Activity Roles
Assemble data validation team. Managers
Review handbook. Validators, ADP
Attend training. Share training with staff who did not attend. Validators, ADP

Review and update State-specific information in Module 3 of the | ADP, with help
handbook. Send U.S. DOL and its contractor a copy of the module | from validators
with any needed changes clearly marked.

Develop a data validation plan with: Managers,

» Schedule for completing data processing and validation review | validators, ADP
for each population.

» Staff assignments for each step in the data validation process.
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Module 1

REPORT VALIDATION

The remainder of this handbook guides users through the data validation process.
Modules1, 2, and 3 describe the major stepsrequired to conduct datavalidation. The
appendices provide the formsand specifications needed asthe State proceeds through
these steps.

Module 1 presents the process for:
*  Producing reconstruction files,
*  Counting the transactions or employersin each file, and

»  Comparing thereconstruction countsto the countsthat appeared onthe ETA
581 report.

Module 1.1, Item Count, counts the transactions that should be reported and
compares them to the transaction counts the State has actually reported. The
comparison between the reconstruction count and the reported count determines
whether the State reporting processisjudged to be valid.

Module 1.2, Duplicate Detection, identifies duplicate records in the State’ s Ul tax
database. If duplicates are found, adjustments are made so that the reconstruction is
based on an unduplicated count of transactions.

The duplicate detection submodule also begins a three-step process of testing the
reconstruction file.

* Module 1.2, Duplicate Detection, screens for duplicates to ensure that the
reconstruction counts each transaction only once.

* Module2.1, Filelntegrity Validation, checksthat the correct dataelements
have been used when building the reconstruction files.

 Module 2.2, Data Element Validation, examines whether all transactions
assigned to a subpopulation truly meet the parameters for inclusion in that
subpopulation.

Once these quality checks are complete, the validator can be certain that the
reconstructed count is the correct value to compare to the reported count.
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REPORT VALIDATION

MODULE 1.1 — ITEM COUNT

A. PURPOSE

Thisprocedurevalidatestheaccuracy of the countsreported for itemsonthe ETA 581.
FiveReport Validation (RV) filesare produced. Thesefilesreconstruct the countsfor
thefivedifferent typesof transactionsbeing validated. Thevalidation countsare used
to determine the accuracy of ETA 581 report counts. The five RV populations are
listed in Exhibit 1.1.

ExHIBIT 1.1
SUMMARY OF REPORT VALIDATION POPULATION FILES
File Specification Population ETA 581 Line Number
1 Active employers 101
2 Report filing 201
3 Status determinations 301
4 Accounts receivable 401, 402, 403, 404
5 Field audits 501, 502

B. METHODOLOGY

Appendix A, Part |, guides the automated data processing (ADP) staff through the
programming logic used to create the validation files for each population. This
appendix contains detailed specifications for producing five RV files. Itincludesthe
criteriafor organizing populationsinto their component subpopulations. 1t also shows
sort specifications giving the order for listing transactions in each RV file. Sort
specifications are also provided for use in Module 2.2 (Data Element Validation).

1. RV File Specifications
Exhibit 1.2 is a copy of the first page of the reconstruction file specifications for

population 1, Active Employers.* 1t may be helpful to walk through the key features
of the specifications, by the numbers.

! The entire specification can be found in Appendix A, page A.3.
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REPORT VALIDATION MODULE 1

® Appendix A, Part |, includes atable for each of five transaction popul ations.

Example: Thistableisfor population 1, active employers.

@ Eachtransaction population isfurther divided into subpopulationsto match
the types of transactions that are reported on ETA 581. For example,
population 1 is subdivided into two subpopulations by type of employer
(contributory and reimbursing). The first column in the table lists the
subpopulation numbers.

Each row in thetable providesthe specificationsfor an entire reconstruction
file for the subpopulation. Thiswill be a portion of the reconstruction file
for the whole population.

Example: This row tells ADP staff to create a list of all contributory
employersthat wereliable at the end of thereport quarter (subpopulation
1.1).

@ A verbal description of each subpopulation follows each table in Appendix
A.

@ The second column in the specification indicates the ETA 581 item(s) to
which this subpopulation count iscompared. In population 1, thereisaone-
to-one match between subpopulation counts and report items. However, in
other populations one subpopul ation may be used in the validation of two or
more report items.

Example. In population 2, found on page A.5, the validation count for
Total Reports Secured is calculated by adding together validation counts
for two subpopulations— subpopulation 2.1 (reportsreceived timely) and,
subpopulation 2.2 (non-timely reports secured by the end of the report
guarter). Thissum, is compared to the value found on ETA 581, Item 7,
secured reports. (The validation count for subpopulation 2.1, by itself, is
also the comparison value for ETA 581 item 6, reports received timely.)
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REPORT VALIDATION

MODULE 1

Report Quarter:

Validator:
Date:

@ Table 1 Draft Reconstruction File Specifications
Active Employers

These subpopulations constitute the unique subgroups of all active employers on the last day of the Report Quarter (RQ) covered by the ETA 581.
Reconstruction should be done at the end of the RQ being validated (when the ETA 581 report program is run).

Ul Tax Data Validation Handbook

1-4

@
1st Sort Key 2nd Sort Key 3rd Sort Key 4th Sort Key
1 2 3 4 5 6 7 8 9
@ (Step 1A) (Step 3A) (Step 2A) (Step 4B) (Step 4A) (Step 5) (Step 15) (Step 7B) (Step 7A)
@ (Step 2B)
Employer
Employer Status Employer Inactive/ Activation Number of Sum of
Sub- Reported in Account # Indicator Type Liability Date Liability Date Terminated Processing Liable Wages
population 581 ltem #'s (EAN) AT C/IR (Initial) (Reopen) “as of” Date Date Quarters (Last 8Q’s)
1.1 1 A c <=RQ <=RQ >RQ, or (If col. 828)
@ @_) <liability date
(reopen), >$0
or none
1.2 2 A R <=RQ <=RQ >RQ, or (If col. 828)
<liability date
(reopen), >$0
or none
Notes:
1) The 3" and 4™ sort keys should be treated as a single sort. Sort by the most recent date.
30. Either column 4 or 5 must be a date earlier than the end of the report quarter.
@ Subpopulation descriptions:
1.1 Active contributory employers liable by the end of the report quarter.
1.2 Active reimbursable employers liable by the end of the report quarter.
May 2001



REPORT VALIDATION MODULE 1

® The column headings in the specification tables serve two purposes:

a Theymakeiteasier for validatorsand regional auditorsto movebetween
the printouts and the instructions in this handbook; both have the same
headings. The column headings, should be printed on the
reconstruction file exactly asthey arein the specifications— including
steps, column numbers, and column labels.

b. They list al the data elements that should be displayed for each
transaction (or employer) in the population.

Example: Each line in the reconstruction file for population 1, active
employers, should show the subpopulation number, the employer account
number, the status of the employer (active/inactive/terminated), the
employer type (contributory/reimbursing), and so on.

State ADP staff should program the RV files so that the generic terms used
in Appendix A are displayed, aswell asthe actual codes and valuesfrom the
State files. For example, if the State’s code for contributory employersis
“1,” the programmer should havethe RV filelist “ Contributory-1" or “ C-1"
under employer typefor all contributory employer subpopulations. When a
State has multiple codes for a single Federal reporting criterion, the file
should list the specific codes that apply to each transaction. For example, if
the State maintains two codes for contributory employers, “1” and “2,” the
programmer should list “C-1" or “C-2,” as appropriate.?

Displaying the generic reporting term or an understandable abbreviation of
the term for each record, in addition to the actual data value, facilitates
validation and permitsgreater flexibility in staffing theeffort. Notranslation
isrequired for new staff to read the data output and locate the corresponding
validation instructions.

In addition to the columns shown in the specification, all RV files should
include an observation number to the left of each employer or transaction.
The observation number should begin with 1 for thefirst transaction on the
list and continue consecutively to the end of each subpopulation. Having
the observation number makes it easy for validators to know how many
transactions are in each file. The observation number also helps validators
when they need to check the datain aspecific transaction. They cando their

2 Tothe extent that a State has multiple codesfor avalue, thevalidator may need to review
additional transactionsto check transaction parametersin DEV in Module 2.2.
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research and then, using the observation number, quickly return to the same
transaction in the printout.

® In the table, the non-blank columns provide the specifications for which
transactions or employers should be included in the subpopulation.

Example: To beincluded in subpopulation 1.1 an employer must:

(@) be Active at the end of the quarter,
(b) bea Contributory employer,
(c,d) haveaninitial liability or reactivation (reopen) date prior totheend
of thereport quarter (RQ),
(e) nothaveatermination dateunlessit either preceded the most recent
reopen date or did not occur until the end of the report quarter ,
(f,9) not havefiled reportsfor eight or more consecutive liable quarters,
and reported zero wages for the last eight of them.

@ Thereconstruction file should be sorted by the Sort K eysin the order they
are numbered.

Example: The reconstruction file for population 1 is sorted first by the
employer status indicator, then by employer type, then by liability or
reopen date (whichever applies).

2. Report Quarter Terminology

The specifications in this handbook use a shorthand terminology to refer to report
quarters. Exhibit 1.3 isatime lineillustrating how terms and symbols are used.

 The Report Quarter (RQ) is the time period shown on ETA 581 in the
block labeled “A. Report for quarter ended.” This meansthat the ETA 581
report is showing transactions that occurred during the quarter or the status
of transactionsas of theend of the quarter. For example, the ETA 581 report
includes items such as the number of active employers at the end of the
report quarter and the number of timely employer reportsreceived during the
RQ. Thereport quarter ends at point A. Point A is also the time when the
State runs programs to download data for both the ETA 581 counts and the
data validation reconstruction files. The ETA report which relates to the
report quarter is due at the hashmark labeled “ETA 581 Due” in Exhibit 1.3

»  Contribution and wage reports received from employers during the Report
Quarter reflect employer activity that occurred during the quarter beforethe
report quarter (RQ-1). Becausethis prior quarter isthe subject of employer
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ExHIBIT 1.3

QUARTERLY TIMELINE

2001 2002
3 4 1 2
Jul ‘ Aug ‘ Sep | Oct ‘ Nov ‘ Dec | Jan ‘ Feb ‘Mar Apr ‘May ‘ Jun
RQ-1 (ERQ) RQ: Report Quarter RQ+1
* Reports delinquent States: States:
in this quarter can * register employers * receive reports on
be received by * determine their activity in RQ
RQ+1 liability status * continue resolving
* receivereports RQ-1 reports
* pursue delinquent
reports
» Establish, liquidate,
and write off
receivables
* conduct field audits

Employer Employer ETA 581 ETA 581
Reports Due Reports Due Due Due
(for RQ-2) (for RQ-1) (for RQ) (for RQ+1)
A B

A Data Processing Staff: Product Report Counts
Complete Validation Extract
Prepare Screen Prints

B Validation files and sorts prepared and formatted for review
Validation reviews begin (timeis approximate)
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reportsreceived during the RQ, RQ-1 is sometimesreferred to as ERQ or Employer
Report Quarter. When specifications need to refer to earlier quarters, they will
extend the basic convention. The quarter prior to RQ-1 is RQ-2, the quarter prior to
that is RQ-3, and so on.

*  The specificationsrefer to the quarter after the report quarter using the term
RQ+1. Thisterm isused most often for population 3, report filing, where
States have through RQ+1 to resolve reports duein RQ.

3. Issuesto Consider When Producing RV Files

Timing. The ETA-581 report isasnapshot of performance at onepointintime. Like
the well-advertised “Kodak moment,” if you miss the moment, the picture may be
gone. Depending on the State’' s system, employer records may always be changing as
employers are terminated or added to the rolls, payments and adjustments modify
account balances, long-delinquent reports finally show up, and so forth. When this
happens State data systems may overwrite earlier records, making them inaccessible.

States should produce the RV reconstruction files at the same time they produce the
ETA 581 report. Thiswill eliminatethe chancethat validation countswill differ from
the report simply because transactions were added to or removed from the employer
account in the interval between running the ETA 581 report and the data validation
reconstruction. If thereisadlight differencein thetiming of thetwo runs, the data“as
of” the time when the ETA 581 report was run can sometimes be reconstructed if the
State hasacomplete audit trail. Theoretically the validator could usethe audit trail to
verify that atransaction was correct at the time of reporting. However, thiswould be
cumbersome. It isbetter to download datasimultaneously for reconstruction filesand
the ETA 581 report.

Capturefiles. Thereisanother, more troublesome problem related to the production
of theRV files. The problem isthat some transactions may overwritten or changedin
some State databases. Thus, if the original record has not been captured and saved, it
will disappear and will not be available to validators. In datavalidation, overwritten
transactions are a problem primarily in two populations:

e  Status determinations (population 3) where, for example, an employer
might be registered as newly liable. After investigation of the case the
employer record ismodified to indicatethat it should have been classified as
a successor, taking over an existing business. The record of the first status
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determination, the oneclassifying theemployer asnewly liable, iserased and
replaced.?

*  Accounts receivable (population 4) where payments and adjustments can
changethevaluesin employer accounts, overwriting the prior account status
and making that status information accessible only by referring to internal
audit trails.

It may be necessary to create special capturefilesto ensurethat thereconstructionfiles
have accessto all transactions. These new fileswill capture and store all transactions
for each employer account. By capturing thisinformation, Statescan maintain records
of statusdeterminationsor other overwritten transactiontypes, evenif thetransactions
are later canceled or adjusted.

If States need to develop specia filesto capture an audit trail of all transactions, the
capture program must run for one full reporting period before validation can be done.

Listingthereconstruction files. Although Statesare encouraged to produce complete
printouts of each reconstructionfile, the State validator may chooseto review thelists
on-line. For example, inlarge Statesand for active employers, thereported countsare
so high that it is not practical to print the entire population. The largest
subpopulations can be viewed on a screen.* If on-line review is selected, the State
must print at least the first two and last two pages of each the reconstruction file to
enable the Federal validation auditor to conduct a review without having on-line
access.

3 The information probably is retained in an employer history file but is more difficult to
reconstruct.

4 Large States have several options in these situations. The best is to create a file
containing thevalidation databut not print it. Validatorsand auditorscan scroll through thefile
on-line to verify counts and characteristics of transactions. States can also run their Federal
reporting programs for alimited period and validate that period’ s transactions (although this
reduces the effectiveness of the duplicate detection procedure). Beforevalidation, States must
document how they will validate large populations. They must obtain approval from Federal
regional representatives before deviating from standard procedures.
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In any case, supporting documentation (screens) should be printed when the
programmer createsthe RV file sothevalidator can be surethat the RV fileshave been
constructed properly.®> (See Module 2 for a detailed explanation.)

OVERVIEW: Module1.1

At this point in Module 1, you have completed the instructions for producing report
validation (RV) files. Before continuing with the discussion of Module 1, it may be
helpful to review the steps the validation team will need to complete asthe RV files
are constructed. That review is presented as Exhibit 1.4.

ExHIBIT 1.4

TASK 2: CREATING RECONSTRUCTION (RV) FILES

Activity Roles

Review specifications, product requirements, and schedules. ADP, Validators

Convert handbook specifications into programming

specifications. ADP
Develop “capture” programs if needed. ADP
Develop file extract programs. ADP
Develop programsto format extracted files for reviewers. ADP
Review test output for consistency with handbook

reguirements. Validators
Modify programsto correct any problems identified. ADP

Schedule data validation extract programs to run at the same Managers, ADP,
time ETA 581 programs are executed. Also arrange to print Validators
any screens needed for Module 2 at the same time.

® If Module 1 validation counts differ substantially from reported counts, a programming
error probably has occurred. Inthiscase, research should be conducted to determineif theerror
is caused by the validation software or the reporting software. Significant errors in the
validation software should be corrected before continuing with the validation process. Module
2 describes File Integrity Validation (FIV) and Data Element Validation (DEV), which also
confirm that the validation output was programmed correctly.
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C. Recording Data Validation Findings
1. Report Validation (RV) Spreadsheets

Five spreadsheets are used to enter validation findings. They are available to States
in either paper or electronic forms. The spreadsheets also serve as the reporting
vehicle for Data Validation.

Oncethe correct reconstruction/validation count isidentified for each subpopulation,
the value is entered on the RV spreadsheet along with the reported count (see
Appendix B). The spreadsheets compare subpopulation counts with Federal report
item counts and the sort counts for each of the five transaction populations.

On the RV spreadsheets, State staff download or key-enter the applicable
subpopulation counts from the RV files and the sort counts from the sort files in
Module 2.° The spreadsheet performs all necessary calculations and identifies any
significant discrepancies. Validated and reported dollar figures are also entered for
applicable subpopulations. The spreadsheet groups errors by category, to facilitate
analysisof problems, and providesaformat for reporting validation errors, or absence
thereof, to the U. S. Department of Labor.

2. Ingtructionsfor Completing the RV Spreadsheets

a. Inthecolumnlabeled ETA Reported Count enter thereported count for each
ETA 581 item.

b. Enter the counts from each subpopulation on the RV file in the Validation
Count column of the RV spreadsheet. Where applicable, enter the dollars
from each subpopul ationin the Validation $ column of the RV spreadsheet.’
Thiscanbedoneby thevalidator or by acomputer program that transfersthe
subpopulation counts and dollarsfrom the validation file to the spreadsheet.

c. Enter the number of transactionsreviewed and the # of duplicates detected
inthebox labeled Duplicate Calculations. Thespreadsheet will calculatethe

6 States should enter their final results on the spreadsheet but treat them as provisional
until the they have completed Module 2, verifying the accuracy of the reconstruction. The
provisional entry will identify any large differences between validation counts and reported
counts, thereby alerting validatorsto potential errorsin the validation software. Once module
2 is completed and the validation data is fully checked, the validator will return to the
spreadsheet to enter final values.

" The dollar amounts entered on the spreadsheet are the sum of all amounts listed in a
column for all subpopulations in the reconstruction file.
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percent of duplicates and automatically adjust the validation count for the
population asawhole. (See Module 1.2.)®

d. When thereis not a one-to-one relationship between the validation counts
and the ETA 581 counts, the spreadsheets automatically add or subtract
validation counts as necessary to make the proper match. For example,
subpopulations 2.1 through 2.8 must be combined to match the reported
count for resolved reportsfor contributory employersduring areport quarter
(ETA 581 item 8).

e. TheCount Difference and the Count % Difference between the count from
the ETA 581 report and the comparabl e validation count(s) areautomatically
calculated at the subpopulation and the population levels. If the Count %
Difference is greater than plus or minus 2 percent, the Count Pass/Fail
column will indicate “Fail.”

D. EXAMPLE — RECORDING DATA VALIDATION FINDINGS

Exhibit 1.5isasampleRV filefor population 1. Population 1 hastwo subpopulations
and the RV file shows the transactions (employers) that the programmer included in
subpopulations 1.1 and 1.2. Subpopulation 1.1 represents active contributory
employersand subpopulation 1.2, representsactivereimbursing employers. Thereare
six valid transactions listed in subpopulation 1.1 and two valid transactionsin 1.2.

Exhibit 1.6 is a sample RV spreadsheet for population 1. Here the validator has
entered the validation counts of 6 for subpopulation 1.1 and 2 for subpopulation 1.2
and the reported countsof 6 for ETA 581 item 1 and 2 for ETA 581 item 2. Whenthe
validation counts are compared to the reported counts for items 1 and 2 on the ETA
581, the spreadsheet calculates that there is a count difference of zero percent, and
displays, a*“Pass.”

8 Checks for duplicates are conducted for the population as a whole, not for
subpopulations.
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EXHIBIT 1.5
VALIDATION FILE — ACTIVE EMPLOYERS — POPULATION 1
1 2 3 4 5 6 7 8 9
Employer
Employer Status Employer I nactive/ Activation Number of
Account # I ndicator Type Liability Date|Liability Date| Terminated | Processing Liable Sum of Wages
Obs. (EAN) A/lIT C/IR (Reopen) (Initial) “asof” Date Date Quarters (Past 8Q’9)
1 567 Active C 07/01/37 8 827,000
2 891 Active C 3/31/94 01/01/52 9/30/93 8 400,000
3 687 Active C 01/01/90 2 23,000
4 234 Active C 01/01/94 4 58,000
5 123 Active C 04/01/95 8 950,000
6 235 Active C 10/01/95 8 100,000
Subtotal 6
1 898 Active R 04/01/92 7 62,000
2 147 Active R 10/31/95 8 832,000
Subtotal 2
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EXHIBIT 1.6
REPORT VALIDATION SUMMARY SPREADSHEET — POPULATION 1
ADJUSTED
ETAREPORTED SUBPOPULATION % DUPL. | VALIDATION COUNT COUNT % COUNT SORT SORT SORT COUNT
ETA 581 ITEM COUNT SUBPOPULATION VALIDATION COUNT | ERRORS COUNT DIFFERENCE DIFFERENCE PASS/ FAIL NUMBER | COUNT | DIFFERENCE ITEM
Active contributory Active contributory
employers 1 6 11 6 0 0.00% 15.1 8 employers
Active reimbursing Active reimbursing
employers 2 2 12 2 0 0.00% 1.2 8 employers
All active employers 3 8 TOTAL 8 0.00% 8.00 0 0.00% PASS 1S.3 8 All active employers
1 :
Duplicate Calculations 1A 6
Transactions Reviewed |4 of Duplicates 1B 2
6 0 1C 8
1D 8
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E. FINAL RESULTS

The RV spreadsheet documents, by type of error, discrepancies among the RV files,
the Federal ETA 581 report, and the sorts. Thisallowsthe validator to identify trends
and systematic errors. The validator should further research any “Fail” indicatorsto
determinethe source of errorsand should document findingsinthe Commentscolumn
on the RV spreadsheet.

See the Results section of Module 2.2 for adiscussion of required corrective action
when validation identifies errors.
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MODULE 1.2— DUPLICATE DETECTION

A. PURPOSE

Report validation (RV) files that are produced according to the specificationsin this
handbook should provide a single count of all transactions. Each transaction that is
to be reported on the ETA 581 should be included only once in the reconstruction
count. However, caution dictatesthat Statestest their reconstructionfilesto makesure
that duplicates are not inadvertently included.

Module 1.2 identifies transactions that appear more than once in the State validation
count. If any inappropriate duplicates are detected, an adjustment is made to the
reconstruction count to eliminate any resulting overcounting. The primary purpose
of the module isto detect duplicatesin the State database. However, it may also help
correct for any duplicates introduced as a result of incorrect programs used when
producing the extract files.

In the duplicate detection process a sample of 400 employers is examined to ensure
that there are no duplicate employer transactions. Transactions in the sample are
sorted by Employer Account Number (EAN) to detect duplicate entries caused by data
entry or program errors. Without this sorting, duplicate entriesin the RV fileswould
be difficult to identify because they could appear anywhere in the file. The sorts
specified in thismodule for populations 1, 2, 3 and 5 enable the validator to quickly
analyzethetransactions associated with each EAN because any duplicate transactions
will be listed next to each other.® Exhibit 1.7. lists the sort criteria. *°

Typicaly, a single employer’s activity should be counted only once among the
transactions listed on the ETA 581 report. One exception is population 3, status
determinations. More than one status determination may occur during the quarter
covered by the report. For example, an employer newly determined as liable as a
covered employer may later acquire another business, and a second status

® They also should be used by the programmer as part of the initial specifications in
Appendix A for building the reconstruction file. Invalid duplicates are not reportable, and by
eliminating obvious duplicates from the reconstruction file, the validator can focus on
identifying invalid duplicates that are not obvious. Every effort should be made to eliminate
invalid duplicates as the validation extract files are created.

191f the reported counts and the reconstruction counts are from the same data source, such
as astatistical file, duplicates could impact both counts equally. If the two sets of counts are
fromdifferent sources, count differencescouldindicateagreater number of duplicatesinthefile
with the higher counts.
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determination would be required to determinethe status of that acquired business. As
aresult asingle EAN may appear on two or more transactions. Since no duplicate
transactions are allowed in the reconstruction files, validators will check other
information about the transaction to make sure each transaction for an EAN represents
aunique status determination. For example they might look at determination date or
predecessor number to see whether they are required to determine the successorship
status of the employer acquiring the business.

B. MATERIALS
1. Four Duplicate Detection Files Sorted by EAN

Duplicate detection procedures are used for four of the five populations (popul ations
1, 2,3, and 5). Thereisno duplicate detection validation for receivables (population
4) because dollar amounts cannot be adjusted based on samples.**

Asspecifiedin Exhibit 1.7, asample of 400 random EANSsisselected for examination
in each of the four populations. The sample listing contains all transactionsin the
population that have one of these 400 EANSs. (Thusthefile may contain more than
400 individual transactions for review.) Once the sample files are selected, they are
sorted according to the directions in Exhibit 1.7. The primary sort isby EAN. The
secondary sort (when applicable) isby the second field indicated in the Data Elements
columnin Exhibit 1.7. Thiscolumn also providesrulesfor the validator to determine
whether duplicate transactions are valid.

For example, for population 1, the programmer should select all transactions
associated with 400 unique EANsfrom the population 1 validationfile. Becauseitis
not practical to identify duplicates by subpopulation, the sample is drawn from the
entire population.

The DataElements column on Exhibit 1.7 indicateswhich dataelementsfrom the RV
file specifications are needed. The programmer is not required to include every data
element from the RV file specifications on the duplicate detection file. However, it
is prudent for States to include all data elements from the RV file. Using the full
complement of dataitems will provide more information for analysis, while taking
advantage of the file layout already created for the main RV file.

1 However, in building the reconstruction file, programmers should check for duplicate
recelvablestransactionsby reviewing the EAN, Established Date, employer report quarter, and
amount to make surethat population 4isaccurately reconstructed. Thereshould benoduplicate
transactions.
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MODULE 1

EXHIBIT 1.7

DUPLICATE DETECTION CRITERIA, BY POPULATION

Number of
Population EANs or
Description Duplicates® Duplicate Detection Criteria Data Elements
1. Active Employers | 400 EANs The EAN should not appear twice. (Multiunit employers are counted as one EAN (Column 1)
employer.)
2. Report Filing 400 EANs The EAN should not appear twice. (If an EAN has reports for multiple EAN (Column 1), ERQ
employer report quarters (ERQ), only the report for the ERQ immediately (Column 2)
preceding the report quarter (RQ) is countable. Reports from multiunit
employers are counted as one report.)
3. Status 400 EANs No single transaction should appear twice. Individual EANs may appear more | EAN (Column 1), Status
Determinations® than once. For example, there might be two transactions listed for asingle Determination Type Indicator
EAN if an employer acquires two businesses at different times during the (Column 3), Status
quarter, resulting in two successorship determinations. Multiple Determination Date (Column
determinations may be legitimate, aslong as they do not reflect clerical errors. | 5), Status Determination
Processing Date (Column 8, 9,
10, 12, or 13), Predecessor
Account Number (Column 11)
5. Field Audits 400 The same Audit Identification Number should not appear twice. EAN (Column 1), Audit ID#
Audit IDs (Column 2)

& 400 EANSs are randomly selected from the RIV file and scanned. The State should list al transactions for each EAN selected. Since the programmer

should have incorporated duplicate detection logic into the programming of the RIV file, the expectation isthat no invalid duplicates will be found.

b Theremay beissuesrelated to duplicate detection when astatistical file containstransactionsthat are not present on the database. Statesmay not be able

to perform this sort.

¢ |If the Stateidentifiesauniqueidentifier for each determination, theuniqueidentifier should not appear twice, and the populationisvalidated for duplicates
by the same method as populations 1 and 2.
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2. Four RV Spreadsheets

The spreadsheetsfor populations 1, 2, 3, and 5 have space where validators can report
the results of the duplicate detection process. The spreadsheets adjust the overall
validation counts as appropriate when duplicates are found. (See Module 1.1.)

C. METHODOLOGY

1. Select asampleof 400 EANsfor populationsl, 2, 3, and 5. Draw the sample
from the entire population rather than individual subpopulations. Inthelist
of transactions for the sample, include al transactions associated with each
EAN in the sample. There may be more than 400 transactions on the list.
Sort thelist of sampled transactionsby EAN and perform secondary sortsas
specified in Exhibit 1.7.

2. Examine the sampled transactions, reviewing source documentation as
necessary to assure that none of the transactions are duplicates.

3. Record the number of transactionsreviewed and the # of duplicates, found
inthe Duplicate Calculationsbox at the bottom of the RV spreadsheet. The
spreadsheet will automatically calculate the percentage of duplicates and
enter that percent in the Total row of the % Duplicate Errors column. For
example, for active employers, 44 duplicates found in a sample of 440
checked would equal a duplicate errors percentage of 10 percent.

Count every duplicate. For example, if asingle transaction is listed twice,
then count one duplicate. If the transaction appears three times, then there
are two duplicates.

4. The RV spreadsheet will automatically update the Adjusted Validation
Count in the Total row after the % Duplicate Errors has been calculated. 1t
will do so by reducing the Validation Count by the percentage of duplicates
found in thefile.

5. The RV spreadsheet calculates the Count Difference and the Count %
Difference for the total population after adjusting for the percent of
Duplicate Errorsin the sample.
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D. EXAMPLE

Exhibit 1.8 isan example of afilefor the population of active employersthat hasbeen
sorted by EAN.*? The validator scans the EANs for employers that appear twice.
(Since the programmer should refer to the duplicate detection criteriain building the
reconstruction file, the expectation isthat few, if any, invalid duplicates will appear.)
In thisexample, there are no duplicate transactions among the eight employers. Thus
in the Duplicates Checked box on the RV spreadsheet, the validator enters 8 for
transactions reviewed and O for number of duplicates. The spreadsheet divides 0 by
8 and enters 0% in the % Duplicate Errors column on the Total row of the RV
spreadsheet.

Had one of the transactions been a duplicate, the State would have entered 8
transactions checked and 1 for the number of duplicates. The spreadsheet would have
calculated a % duplicates of 12.5% (1/8).

E. RESULTS

The% DuplicateErrorswill beautomatically calculated on the Total row of column
six of theRV spreadsheet. Thisvalueisusedto calculate an adjusted validation count,
which, in turn, is used to calculate the error rate in the count for each population.
Invalid duplicate transactions should be researched first by population for systemic
problems, such asaone-day file corruption, and then by transaction. Errorsshould be
brought to the attention of the programmer and noted in the Comments column of the
RV spreadshest.

12 The example file for active employers only contains eight transactions (employers) to
illustrate duplicatedetection. Inredlity, thevalidator would draw asample of 400 EANs (about
eight printout pages). If there are duplicates then some EANs may appear more than once,
creating alist of more than 400 individual transactions.
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ExXHIBIT 1.8
ACTIVE EMPLOYERS SORTED BY EAN
1 2 3 4 5 6 7 8 9
Employer
Employer Status Employer I nactive/ Activation Number of
Account # Indicator Type Liability Date | Liability Date | Terminated Processing Liable Sum of Wages
Obs. (EAN) A/lIT C/IR (Reopen) (Initial) “asof” Date Date Quarters (Past 8Q’s)
5 123 Active C 04/01/95 8 950,000
4 234 Active C 01/01/94 4 58,000
6 235 Active C 10/01/95 8 100,000
1 567 Active C 07/01/37 8 827,000
3 687 Active C 01/01/90 2 23,000
8 147 Active R 10/31/95 8 832,000
2 891 Active C 3/31/94 01/01/52 09/30/93 8 400,000
7 898 Active R 04/01/92 7 62,000
Errors 0

Ul Tax Data Validation Handbook 1-21 May 2001



REPORT VALIDATION MODULE 1

F. ALTERNATIVE METHODOLOGY

Freguency counts generated by standard statistical software packages can be used to
test for duplicates. By running frequency counts of EANS, for example, EANS that
appear more than once can be seen quickly. It will still be necessary to examine
duplicates that are identified to determine if they are true duplicates and their cause.

Appendix F describes this aternative methodol ogy.

G. OVERVIEW

Exhibit 1.9 summarizesthekey tasksinvolved in duplicate detection and suggests staff
roles for each task.

ExHIBIT 1.9

TASK 3: DUPLICATE DETECTION

Activity Roles

For populations 1, 2, 3, 5 select arandom sample of 400 employer ADP, Vdidators
account numbers. Include every transaction in the population that is
associated with each EAN in the sample.

Print out the records for employers in the sample after sorting them ADP
by EAN and by secondary sort criteriaindicated in Exhibit 1.8.

Review any duplicate listings to ensure that they are true duplicates.

Use the duplicate detection criteriain Exhibit 1.8 to guide the Validators
review.
Enter the duplicate detection findings in the RV spreadsheet. Validators
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Module 2

TRANSACTION VALIDATION

Beforevalidatorsusereconstruction filesto validate reported counts, they must assure
themselvesthat those files are as accurate as possible. The process of testing whether
the reconstruction files are accurate began with Module 1.2, Duplicate Detection.
That process makes sure that each transaction is counted only once. It searches out
invalid duplicate transactions whether those duplicates are produced by the
reconstruction process, or whether they already existed in the State’'s Ul employer
database.

M odule2 focusesentirely onthe elimination of errorsthat occur asthereconstruction
filesarebuilt. Thereconstructionvalidation (RV) filesareextract files. They arebuilt
from information taken from the State database.

Module2.1, FileIntegrity Validation (FIV), checksthat thecorrectinformationwas
brought over from the database to build the reconstruction file.

Module2.2, DataElement VValidation (DEV), checksthat transactionswereassigned
to thecorrect subpopulations, following the specifications contained in thishandbook.

Oncethese checksare compl ete, and any problemsresolved, the State validation team
can be confident that the validation counts are correct. If, in the end, there are
differences between the validation counts and thereport counts, Stateswill conclude
that the reported counts are not valid.

MODULE 2.1 — FILE INTEGRITY VALIDATION (FIV)
A. PURPOSE

Module 2.1 checks whether each transaction, and each data element listed with the
transaction, is an accurate representation of the information in the State Ul
contribution database. This check can be done using a very small number of
transactions. The processthat extractsinformation from the database and placesitin
thereconstructionfileishighly automated. Automated processesarerepetitive. If, for
example, acertain field inthe employer history fileisextracted and placed in the fifth
column of the reconstruction file for asingle transaction, that same field will be used
for thefifth column of every transaction. Thus, if we know that all dataelementshave
been transferred correctly for a few transactions, we can be assured that all similar
transactions are done correctly.
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To conduct File Integrity Validation, the validator compares all characteristics listed
for two transactions that have been reconstructed to all available supporting
documentation in the State’s database. By checking the data in every column the
validator ensures that the data in the reconstruction file are accurate.

Elementsrequiring datafrom multiplefiel dsposeagreater risk of reconstructionerror.
For example, the reactivation date for status determinations may not come directly
from one field in a State' s database, but instead from a combination of atransaction
code and a transaction date field. There may be a series of applicable transaction
codes representing reactivations. In these instances, the State or region may want to
examine these elementsin greater detail.

B. MATERIALS
1. RV Filesand Printouts

Thevalidators sel ect two casesfor review in each subpopulation. They can do so most
easily by turning to the first page of the reconstructed report validation (RV) file for
each subpopulation (createdin Module 1.1). Therethey select thefirst two cases(i.e.
the first two rows of thefile). They mark the chosen transactions and retain that page
of the printout. This creates an audit trail of the process, as well as a hard copy for
review by the Federal regional auditor.*

2. Query Screens

As they review the data items in each transaction, validators refer to query screens
fromthe State datasystem. These screensdisplay information on transactionsand the
status of employer accounts. Itisstrongly recommended that the necessary screensbe
printed at the time the reconstruction file is originally created. Thiswill reduce the
chance that the printout and the query screen differ only because time has passed and
data haves changed between the time the screen printout was produced and the
transaction file created.

3. State-Specific FIV Instructions

M odule 3 of the handbook includes FIV instructions that use the State’ s own screen
and field names. For each data element to be validated (each column of the RV

! validators are also encouraged to review any transactions they see where values seem
unusual. The presence of “outliers’ may indicate a problem that needs correction.

Ul Tax Data Validation Handbook 2-2 May 2001



TRANSACTION VALIDATION M ODULE 2

specifications), the handbook lists one or more steps that guide the validator through
the FIV process. Each “step” in the FIV portion of Module 3 validates a discrete
transaction characteristic. The validator compares the reconstructed data element to
the data on an employer history screen to ensure that the reconstruction file was
accurately programmed. The validation steps document the field names and values
used on the State screens. The validator must check the data element against these
criteria to ensure that the data were correctly transferred from the database to the
reconstruction file.

4. FiveValidation Worksheets

Validation worksheets, onefor each popul ation, guidethe validator to the appropriate
step in the State-specific handbook where instructions are provided for the validation
of each dataelement. Theworksheetslist the subpopul ationsto bevalidated under the
heading File Integrity Validation. The validator also uses the validation worksheets
to summarize and evaluate errors identified through this process. These worksheets
can be found in Appendix E of this handbook.

C. METHODOLOGY
To conduct file integrity validation, perform the following steps.

1. Identify the subpopulationsto be validated by consulting the top portion of
the validation worksheets under the heading File Integrity Validation.

2. Gotothefirst page of the printout for each subpopul ation and select thefirst
two cases for validation.

3. Vadlidate the selected transactions on the printout by checking each item
(column) against the corresponding field on the database screens printed
from the employer master file. It may be helpful to print aspecial version of
this first page with a narrow, extra blank column next to each existing
column. Thisextracolumn can be used to mark whether or not eachitemin
the selected transaction isvalid.

4. The “Step” number in the column heading of the reconstruction printout
directs the validator to the appropriate page in the State-specific handbook
(Module 3). Therethe validator will find, rules that document the required
screens and the logic tests that must be done for each element.

5. Eachsteplistedin Module 3, FileIntegrity Validation Instructions, helps
the validator locate and compare specific pieces of information from the
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supporting documentation with the corresponding dataon thereconstruction
file to determine the validity of the information (pass or fail).

Theinstructionsfor each step or substep namethe supporting documentation
(screens) that the validator will need. A set of logic tests, called validation
rules, determines the accuracy of each characteristic of a given transaction.
A subsection, called function, explains the purpose of each rule.

Theinstructionswill indicate if the State does not maintain a specified data
element, if the State maintainsit but not on an existing screen, or if the State
cannot validate a data el ement through the automated validation process.

Definitions listed within each step in Module 3 give the Federal definition
of theitem being validated. The Federal definitionisfollowed by examples,
includes (situations falling within the definition), and excludes, which
provide further information on the data element.

Definitional | ssuesdescribeknown discrepanci esbetween State and Federal
definitions. This section serves an important role in systematically
documenting validation issues in advance, letting validators and auditors
know when problemsareanticipated. State staff wereinterviewed duringthe
design of data validation. Known issues were listed at that time and
additional issues will be added by States as they identify issues during the
validation process.

Commentsprovideadditional informationthat State staff or Federal regional
auditors may need to handle unusual situations.

6. Putacheck (v') onthereconstruction printout next to each datael ement after
that data element successfully passes a step.

7. After completing two transactions for a subpopulation, record the total
number of , transactions checked at the bottom of the printout (usually 2) and
the total number of errors below each column. The validator can use the
validation worksheets as a guide to further researching errors. The
reconstruction file must be reprogrammed until FIV finds no errors.

8. Whentheintegrity of thereconstructionfileissuccessfully validated for each
of the subpopulations, the validator compl etes the subpopul ation row on the
validation worksheet by entering the Number of Cases Checked and placing
acheck mark in the Pass box on the worksheet.
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9. Save the printout with checkmarks next to the validated items, the
Validation Worksheet and any screen prints. They will be used during the
Federal review of the validation process.

D. EXAMPLE

Exhibit 2.1 contains a sample validation file for population 1, active employers, and
asample of the completed FIV portion of the corresponding population 1 validation
worksheet. The validation worksheet instructs the reviewer to validate the data
elements in every column in the file for two transactions per subpopulation. (The
corresponding stepsfor these columnsareindicated in the column headersinthefile.)

The validator, beginning with the first column on the left of the file, refers to the
indicated step number in the State-specific portion of the handbook and follows the
FIV instructions. The number of errors identified for that data element for the
minimum sample iswritten on the printout beneath that column. (The validator may
circleincorrect values in each transaction before summing the valuesin error for the
sample.)

In this example, the validator found no errorsin FIV and indicated a “Pass’ on the
validation worksheet.

E. RESULTS

If the data in the reconstruction file do not match the data on the screen, the
reconstruction file must be reprogrammed until the FIV reveas no errors. The
reconstruction file is the basis of all validation exercises and must be proved valid
before proceeding any further.
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EXHIBIT 2.1
VALIDATION FILE—ACTIVE EMPLOYERS—POPULATION 1
1 2 3 4 5 6 7 8 9
(Step 1A) | (Step3A) | (Step2) | (Step4B) | (Step4A) [ (StepS5) | (Step15) | (Step7B) | (Step 7A)
Employer Inactive/
Employer Status | Employer | Liability | Liability |Terminated|Activation |Number of | Sum of
Account # | Indicator Type Date Date “asof” |Processing| Liable Wages
Obs. (EAN) ANIT C/R (Reopen) | (Initial) Date Date Quarters [(Past 8Q’s)
1 567 Active C 07/01/37 8 827,000
2 891 Active C 3/31/94 01/01/52 9/30/93 8 400,000
3 687 Active C 01/01/90 2 23,000
4 234 Active C 01/01/94 4 58,000
5 123 Active C 04/01/95 8 950,000
6 235 Active C 10/01/95 8 100,000
Subtotal 6
1 898 Active 04/01/92 7 62,000
2 747 Active R 10/31/95 8 832,000
Subtotal 2
VALIDATION WORKSHEET
Active Employers
File Integrity Validation
Number of
Step Type Subpopulations Column # Cases Checked Pasg/Fail
FlIv 11 All 2 Pass
FlIv 1.2 All 2 Pass
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F. OVERVIEW OF MODULE 2.1

Module 2.1 provides tools to test that the data used to create RV files accurately
reflects the information in the State’ s Ul database. Exhibit 2.2 summarizes the steps
in the File Integrity Validation Process.

EXHIBIT 2.2

TASK 3: FILEINTEGRITY VALIDATION

Activity Roles

Secure a printout of the first page of the RV printout for each Validator, ADP
subpopulation. Mark the first two records.

In advance, have necessary query screens produced at sametime Validator or ADP
reconstruction fileis created.

Following the Steps indicated in the Tablesin Appendix A and Validator
described in Module 3, review and validate every item (column) on
the printout for the two selected records. The review compares
information listed in the reconstruction file to source documentation,
typically query screens on the Ul database.

Record the results on the top half of the worksheet found in Validator
Appendix E.
If, invalid data were used in the creation of the reconstruction file, ADP

correct the file and begin this task over again. Thisis obvioudy a
step that should be done well before the scheduled date for the
actual validation.

Conduct Item Validation for corrected versions of the RV file. Validator
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MODULE 2.2— DATA ELEMENT VALIDATION (DEV)
A. PURPOSE

One of the most important goals of the data validation process is to ensure that the
individual transactions reported on ETA 581 are classified correctly. Data Element
Validation (DEV) teststhat all caseslisted on each validation file are, indeed, located
in the appropriate subpopulation. After completing Module 2.1 to ensure that the
correct dataelementsare used in listing transactions, the validator, goeson to test that
all transactions meet the definitional parametersfor inclusion in areporting category
(subpopulation). Intheory, this may be accomplished by visually scanning an entire
printout to ensure that the patterns in the data are correct (for example, all
reimbursable employers have an account number greater than 90,000 or an indicator
of “R").

While this method may be satisfactory when the files are small and data are arranged
in easily visible patterns, it is less practical when using the very large files
reconstructed for data validation. In addition, correct classification of employer
contribution data often involves relationshi ps between dates, and these relationships
do not lend themselves to easy visual scanning by the validator.

Therefore, for Data Element Validation, the dataare sorted in different waysto enable
the validator to easily detect invalid data. After the fileis sorted, all “out of range’
values will appear at the beginning or end of thefile.

Sorting requires minimal additional programming. Programmers use the exact same
filesand file formats created for the original reconstruction file (see Module 1.1 and
Appendix A). For sorting, they are only asked to present the transactions on the file
indifferent orders. Oncethe dataare sorted, the validators can quickly and efficiently
determineif all subpopulationswere reconstructed properly. Overall, sorting thefile
is more efficient and thorough than manual review.

There are two types of sort specificationsin Appendix A. Thosewithan“S’ asthe
second character (e.g., sort 1.S.2) are done during the building of the original
reconstruction file. These sorts simply restate the Sort Keys listed as part of the
specifications in Appendix A, Part I. They do not require any additional printouts.
However, validators need to check the original RV printout to ensure it conforms to
the associated sort criteria.

The second type of sort specification has a letter other than Sin it (e.g. sort 2.A).
These sortsdo require ADPto create separate versions of the reconstruction file, each
in adifferent order.
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There are multiple sorts because the inclusion of transactions in a subpopulation is
often conditioned by the date on which the transaction occurred. For example, we
often need to ask the question, “ Did the transaction occur inthereport quarter?’ If the
file is sorted by transaction date in ascending order, then this question is easy to
answer. Any transaction that occurred too early, i.e., before the report quarter, will
appear at thebeginning of thelist. Any transactionsthat occurredtoolate, i.e.,after the
end of the report quarter, will slide to the end of thelist.

It is sometimes necessary to check more than one date. Thisrequiresasecond sort if
thefilewas previoudly sorted by date. Assoon asthefileissorted by the second date,
itisnolonger in order by thefirst date. Thus, aseparate sort needsto be donefor each
date to be checked.

B. MATERIALS
1. RV Files

See Module 1 and Appendix A for a detailed explanation including the criteria for
organizing each transaction population into its subpopulations.

2. Sorted RV Files

Several additional versionsof the RV filesare produced. They areidentical inlayout
and content to the original RV files. However, each version is sorted in a different
order as specified in the data element validation specifications.

3. DataElement Validation Specifications

Appendix A, Part 11 providesadetailed explanation of thereconstruction file sortsand
the subsequent sortsfor each of thefive populations. The sort criteriahelp ADP staff
understand the programming logic used to generate the reconstruction and sort files.

The State must print thefirst and last page of each sort from the reconstruction fileand
from the sort files.? This creates an audit trail and enables the Federal regional
validator to review the materials off-site.

2 Printing the first and last page of the file is usually al that is necessary. Only afew
transactions, if any, will fall outside the allowable range. However, if there is a mgor
programming error, several pages at the beginning or end of the file may contain invalid
transactions.
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4. Validation Worksheets

The five validation worksheets guide the validator through the Data Element
Validation as well as the File Integrity Validation. Under the heading DEV, the
worksheets indicate the sorted files to be validated and the relevant steps and rules
used to validate each. The validator also uses the validation worksheets (found in
Appendix E) to summarize and evaluate errors identified through the DEV process.

5. State-Specific TV Instructions

Each step in the DEV section of the TV instructions validates a discrete transaction
characteristic. Many validation steps are divided into substeps. The steps and
substeps are the lowest common denominators of the reportable Ul employer
contribution transactions being validated; they combine to create the distinct
subpopulations on the RV files.

Each data element sort isincluded in the appropriate step or substep for the particular
element being validated. For example, in Step 3.A, Active Employers, there are four
sort rules.

C. METHODOLOGY

1. Sort al observations within or across each subpopulation by the
reconstruction file sort keys. (Thisfileisaso used in Module 1.)

2. Follow theinstructionsin Appendix A, Part I1, to produce additional sorted
versions of the RV files. (Each sort should include the full table header
indicated onthe RV file specification and should be saved asaseparatefile.)

If the Data Element Validation indicates that the files have been built
incorrectly, the programming should be corrected and re-run. To allow time
to correct problems, it iswiseto conduct test runsand make correctionswell
before the actual validation is scheduled.

3. Printthefirst and last page of each sorted version of the reconstruction file.

4. Thevalidation worksheets (found in Appendix E) guide the validator to the
appropriate stepsin the State-specific portion of the handbook (Module 3).

5. When referred to a designated step or substep by the validation worksheet,
the validator follows the sort rules provided.
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6. For each step, Data Element Validation Instructionstell the validator to
scan the beginning and/or the end of the sort for adherence to specified
criteria (e.g., dates must be in a certain range or codes have certain values).
InModule 3, theseinstructionsappear bel ow the FIV instructions (described
in Module 2.1) for each step. Theinstructions will indicate if a sort is not
applicableto the State, because the sorted data el ement is not maintained or
for another reason.

7. For sorts 1.C and 3.S.5, the validator must examine a few transactions to
supplement the sort (see the sort specifications for details). Sorts test
whether the data in the reconstruction file meet the parameters of the ETA
581 report. However, for a few data elements, the validator must take
additional stepsto test the reconstruction.

Sort 1.C requires the validator to examine a printout of 200 employers who
have an inactivation date but are reported as active. Thereview ensuresthat
theinactivation dateisprior to areactivation date. If the validator examines
a sample of 200 employers with inactivation dates and determines that in
each case there was areactivation date after the inactivation date and by the
end of the report quarter, it will verify that the State is reporting correctly.

Validation of sort 3.S.5 requires areview of asample of five outliers (cases
with extreme values) to verify that there are no reporting errors in the
extreme cases of thisfile.

8. On the vaidation worksheet, the validator records the total number of
transactions checked and the number of errors found. The total number
checked is usually the subpopul ation count.

9. Thepercentage of errorsiscomputed by dividing the number of errorsby the
total number of transactions checked.

10. If the percentage of errorsislessthan 2 percent, thevalidator recordsthat the
sort passed. |If the percentage of errors, is more than 2 percent, the validator
records that the sort failed.?

11. The validator also records the counts from each sort in the Sort Count
columnontheRYV spreadsheet, which computesdifferencesbetween the sort
counts and the corresponding validation counts.

3 Acceptableerror level sto beconfirmed by theU.S. Department of Labor National Office.
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12. Retain the first and last page of each sort and the Validation Worksheets.
These materials will be used by Federal reviewers.

D. EXAMPLE

Exhibit 2.3 shows active employers sorted by the number of consecutive quarters of
liability for the employer, up to eight, in descending order. It also sortsthe employers
by the sum of the wages from contribution reports (or delinquent quarters or
assessments) for those quarters in ascending order. This sort ensures that no
employers will be counted as active if they have filed contribution reports for eight
consecutive quarters and each of those reports has zero wageslisted. After thesortis
generated, the validator followsthe rulesfor validating this sort as they appear in the
handbook.

Continuing with this example, sort 1.D on the validation worksheet directs the
validator to Step 3.A, Rule 4 (see example). Thisruleinstructsthe validator to check
the listing of the sum of the wages, to see if the first observation has a zero sum of
wages for those EANS reporting wages for at least eight consecutive quarters. If the
sum of wages is greater than zero, the validator knows that all observations meet the
requirements. The validator then puts acheck mark under the applicable column and
compl etes the appropriate boxes for that sort on the validation worksheet.

If the first sumiszero for eight quarters, the validator scansthe listing in order to see
how many other observations have asum of zero wagesfor eight quartersand are thus
“invalid” transactions. The number of errorsiswritten under the applicable column.
The validator then researches the invalid transactions to determine why they were
included in the validation reconstruction and how they might impact the count
comparison between the reconstruction and the ETA 581.

In this example there are no values out of range so the total number of cases checked
would be entered in the sort count column of the RV spreadsheet next to the
appropriate sort number.
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EXHIBIT 2.3
ACTIVE EMPLOYERS SORTED BY NUMBER OF L IABLE QUARTERSAND SUM OF WAGES
1 2 3 4 5 6 7 8 9
(Step1A) | (Step 3A) | (Step 2A) [ (Step 4B) | (Step4A) | (Step5) [ (Step15) | (Step 7B) | (Step 7A)
(Step 2B)
Employer Inactive/ Sum of
Employer Status | Employer | Liability | Liability |Terminate|Activation |Number of | Wages
Account # | Indicator Type Date Date d“asof” |Processing| Liable (Past 8
Obs. (EAN) AllIT C/R (Reopen) | (Initial) Date Date Quarters Q’'s)
6 235 Active C 10/01/95 8 100,000
7 90452 Active R 9/4/51 8 347,099
2 891 Active C 03/31/94 | OvOV52 | 09/30/93 8 400,000
1 567 Active C 07/01/37 8 827,000
5 123 Active C 04/01/95 8 950,000
8 90211 Active R 01/01/67 8 21,444,000
4 234 Active C 01/01/94 4 58,000
3 687 Active C 01/01/90 2 23,000
Correct?
VALIDATION WORKSHEET 1
Active Employers
Data Element Validation
Number of
Step Sort Step/Rulein Cases Number of | Percent of
Type | Number Sort Key Handbook | Checked Errors Errors Pasg/ Fail
Sort 151 Employer status 3A/1
Sort 182 Employer type 2A/1
Sort 183 Employer type 2B/1
Sort 154 1. Liability date (reopen) 3A/2
2. Liability date (initial)
Sort 1A EAN 2A/2
Sort 1B EAN 2B/2
Sort 1C Inactivelterminated date 3A/3
Sort 1D 1. Number of 3A/4 8 0 0 Pass
liable quarters
2. Sum of wages
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E. RESULTS

The validator recordsthetotal count for each sort on the RV spreadsheet and records
any invalid transactionsidentified for each data element on the validation worksheet.
Error rates are calculated for each sort. If the review reveals significant errorsin the
construction of thereport validation files, the programming must be corrected and the
process repeated.

At this point the validators have completed the three tests of the accuracy of the
reconstruction files:

e Duplicate detection,

» FileIntegrity Validation to assure the correct data have been selected from
the Ul database, and

» DataElement Validationto assureall transactions are assigned to the correct
subpopulation.

Where necessary the data validation files have been fixed and results of the reviews
have been documented. Validators now return to the RV spreadsheets and enter the
final validation counts. If the results indicate that information on unemployment
insurance reports isincorrect, States will be asked to undertake corrective action.

F. CORRECTIVE ACTION
Validation isnot an end initself; it isameanstoward correct reporting. If validation
identifies reporting errors, the State should correct them as soon as possible, even if
their magnitude is below validation limits.
Corrective Action Plan. To document the actions required for corrective action and
the timetable for their completion, the State must provide its their ETA Regional
Officeabrief Corrective Action Plan (CAP) containing the following information on
every validated report element found to be in error by more than validation limits:

e Report element(s) in error

*  Magnitude of error found

»  Status/Plan/Schedulefor correcting (if, as happened in the validation pilot,
reporting errorswere corrected in the course of thefirst validation, the report
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should simply note “ corrected during validation”). The plan may be multi-
year.

*  Procedures used to re-validate items corrected during validation.

Timing of CAP. The CAP must be submitted within one month of submitting the
State's Validation Summary Report. CAPs are considered additions to the State’s
Quality Service Plan (SQSP). If the State is conducting the validation in segments,
e.g., Benefitsfirst, then Tax, and a CAP isrequired based on a segment’ s validation
results, it must be prepared within a month of the completion of the segment.

Revalidation. Every elementin error by more than the stated validation limit must be
revalidated the following year. A “clean” validation confirms the success of the
corrective action taken or, if the State has not completed corrective action, identifies
the current extent of error.

Errors Discovered Outside the Validation Process.. Such errors are considered
serious because they were not detected by State validation staff and validation
procedures. Such errorsrequire either anew CAP or — if the State hasan active CAP
because of a previous validation — an amended CAP.

G. OVERVIEW OF MODULE 2.2

Module 2.2, DataElement V alidation, hastested whether transactionsreported onthe
Ul Contribution Operations report have been placed in the correct category. Exhibit
2.4 summarizeskey tasksthe State must go through to complete DEV. Oncethe DEV
test is passed, the final version of the validation findings can be entered on the RV
spreadsheets. Exhibit 2.5 summarizes those entry tasks.
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EXHIBIT 2.4

TASKk 4: DATA ELEMENT VALIDATION
SORTING AND REVIEWING THE RECONSTRUCTION FILES

Activity Roles

Identify sort requirements from Appendix A, Part 11. ADP, Validators

Sort RV files asindicated in the Appendix. Thiswill produce
severa new files for each subpopulation. Retain the same ADP
headings and record layout asin original file. Change only the
order of transactions and the title of the printout.

Review thefirst test of sorted files. Make any revisions ADP, Vadidator
needed to the reconstruction file.

Print out and review the first and last page of each sort file.

The review should follow the Steps listed in the sort criteria, Validators
and discussed in the Data Element Validation instructionsin

Module 3.

Review additional transactions for sorts 1.C and 3.S.5. Validators
Return to the RV spreadsheet and enter the final data Validators

validation findings.

EXHIBIT 2.5

TASK 5: RECORDING THE RESULTS

Activity Roles
Enter report counts and validation countsin the spreadsheets
found in Appendix B. Thiswill normally be done manually, Validator or
although States have the option to develop processesto ADP

automatically transfer information into spreadsheets.

The spreadsheet will calculate a Pass/Fail verdict on the
accuracy of each validated item.

Submit the findings as documented on the spreadsheets. Validators
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Module 4

TAX PERFORMANCE SYSTEM
ACCEPTANCE SAMPLE VALIDATION

A. PURPOSE

Tax Performance System (TPS) Acceptance Sample Validation reviews sample
selection procedures used by TPS (formerly RQC, Revenue Quality Control). It
ensuresthat the samplesused to assess status determination and field audit quality are
randomly selected from the correct populations.

There are two basic approaches to selecting samples. The first approach is a
conventional interval sample. Herethe programmer (or a utility program) dividesthe
sizeof thedesired sample (say 60) into the size of the popul ation (say 600) and derives
the sampleinterval (every 10th observation). The programmer or the utility program
then selectsarandom start point (in thisinstance) between 1 and 10 and selectsevery
tenth case from that point.

The second approach isto use asampling utility program that randomizesthefileand
selectsthefirst 60 observations. Thisapproachissomewhat moredifficult tovalidate,
but could involve areview of the sample against the sourcefile or review of the utility
program specifications.
B. MATERIALS
1. Copy of the Universe File of Status Deter minationsfor the Quarter

One for each of the following TPS universes:

* New

*  Successor

e |nactive/Terminated

2. Copy of the Universe File of Field Auditsfor the Quarter Used for the TPS
Sample
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C. METHODOLOGY

1. Compare the total count for the quarter of the three status determination
universes and onefield audit universe to the count reported on the ETA 581
for the same period. Thisvalidates that the correct universe was used.

2. Determineif aninterval samplewasdrawn (and how it was drawn) or if the
filewasrandomized such that thefirst set of cases could be selected without
establishing intervals.

3. If aninterval sample was drawn, check to see that the proper cases were
selected (that is, if the random start was 10 and the interval was every 40th
case, check to see that cases 50, 90, 130, and so forth were selected). The
validator can identify the sampled cases from the quality review
documentation.

4. If the sample was drawn from arandomized file, print thefile, ensure that it
was not ordered by date, employer, or some other nonrandom means. The
validator can compare the printout with the way the file was ordered prior to
randomi zation to ensure that the file was randomly reordered.

D. RESULTS

If the sampling method was not correct or was not implemented properly, thevalidator
should discuss the problems with the programmer. If the programmer confirms that
the process was incorrect, the validator should record the problems on the validation
worksheet, included in Appendix E, for the two samples.
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WAGE ITEM VALIDATION

A. PURPOSE

Wage Item Validation verifiesthat the wage item transactions processed in the report
quarter are accurately reported on the ETA 581. This helps ensure equitable funding
when thisitem isused to determine State workload. A wagerecord isthelisting of an
individual’s earningsin covered employment. Each individual employee’s earnings
are listed by Social Security Number (SSN) and are submitted by employers each
quarter. Employers may submit wage records as paper records, submit them
electronically, or provide, computerized files stored on magnetic tapes, diskettes, or
CD-ROMs.

Validation addresses the reporting system’s accuracy by verifying that the following
items are not reported:

e Corrections(the system must be ableto process correctionswithout double-
counting the item).

* Incomplete wage records (for example, if the identifier or wage amount is
missing for the employee).

*  Duplicate records.

B. MATERIALS
1. SampleBatches of Each Mode of Wage Itemsfor a Given Time Period

A State can use avariety of methodsincluding magnetic tape, punched cards, key
entry, diskettes, CD-ROMs, and electronic transfers.

2. Wageltem Validation Worksheet

See Appendix E.
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C. METHODOLOGY

1. Identify the specific modes of data capture used for processing wage items
on the Wage Item Validation Worksheet (see Appendix E).

2. Select representative periods of time when each of these modes isin use.
(This time period should be indicated on the worksheet for each of the
applicablemodes.) It may be necessary to select batchesfrom different days
to ensure that each mode of data capture is examined.

Normally stateswill be expected to select and review at least five batches of
wage reports for wage items that have been entered manually. For
information transmitted electronically, the validators should select at least a
day’ sworth of entry.

3. For each of the applicable modes on the Wage Item Validation Worksheet,
thevalidator entersthe number of wageitemsreportedinthe ETA 581 count
for the particular batch being examined. Thisinformation must be obtained
from the system used to compile the wage item count for the ETA 581.

4. Recount the number of wage items in each of the batches, for each mode,
using the Federal definition for a countable wage item.

5. Ensurethat thereareno duplicate entries— that each wagerecord iscounted
only once.

6. Corrected wageitemsare counted only if they were not previously included.

7. The validator must count only wage items that are complete. This means
each processed entry should include the following information:

- Employee Identifier (Name or SSN)
- Employer Identifier (Name or EAN)
- Wage dollar amount

If awage record isincomplete, count only those records containing adollar
amount and another element that positively identifies the worker either by
name or SSN or by employer name or account number.

8. Enter the total number of wage itemsincluded in the recount on the Wage
Item Validation Worksheet. If any duplicates or errors have been
identified, the validator indicates these errorsin the appropriate columns on
the worksheet.
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D. EXAMPLE

Figure 5.1 shows an example of a Wage Item Validation Worksheet listing a number
of possible modes of wageitem processinginthefirst column. Inthisparticular State,
the validator has chosen only the applicable modes and sel ected an appropriate time
period for each mode. The column labeled “581 Count for Batch” has been filled in
with the number of wage items processed in this batch as reported on the ETA 581.
Once the validator has recounted the wage items for each of the modes, this number
isreported in the column labeled “ Recount for Batch.”

In this example, the wage items that were electronically transferred and processed
using CD-ROMs show no discrepancies between the two counts and are therefore
proven to bevalid. Therecount of the magnetic tape processing, however, indicates
aduplicate wage item, and therefore the counts do not match. This requires further
research to establish the reason for the miscount and to correct any other errors caused
by the use of this mode of processing.

E. RESULTS

If thewage item processing method is proved invalid through the recount process, the
validator should discuss the problemswith the programmer or individual responsible
for wageitem processing, and the necessary efforts should be madeto determineif the
error may affect other batches of wage items aswell.
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MODULE 5

EXHIBIT 5.1
WAGE ITEM VALIDATION WORK SHEET
581 Count Recount Number Per centage Missing Missing Double

Mode Time Period for Batch for Batch of Errors of Errors ID Amount Count
Magnetic Tape 12/02/96 to

12/03/96 49 48 1 2.10% 0 0 1
Electronic 12/02/96 to
Transfers 12/03/96 206 206 0 0.00% 0 0 0
DataEntry 12/02/96 to

12/03/96 400 392 8 2.00% 4 2 2
Scanning 12/02/96 to

12/03/96 600 600 0 0.00% 0 0 0
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Appendix A

PART |

REPORT ITEM VALIDATION SPECIFICATIONS

INTRODUCTION

Asdescribed in Module 1 of the handbook, thefirst step in the datavalidation process
isto create report validation (RV) files (also referred to as extract or reconstruction
files). Thesefileslist all transactions of a single type that are to be reported on the
ETA 581 report. Each transaction is listed in a single population and in only one
subpopulation within the population. This appendix provides the detailed
specifications for creating the RV files (Part |) as well as the criteria for creating
versions of the file sorted in different orders (Part I1).

Tables 1 through 5 are reconstruction file specifications for each of the validation
populations described in this handbook. Each row of thetableisthe specification for
a single, mutually exclusive subpopulation. State programmers should create
reconstruction files by following the specifications, including the specifications for
table headers. Observations within each file should be numbered, and atotal of the
number of observationsin each subpopulation should be included. The sort key row
on each specification indicates the manner in which transactions should be sorted
when they are listed on the reconstruction file.

At the end of each table is a verbal description of each subpopulation. This should
help readers orient themselves to the information in the table.

Each column header includes astep number which refersto the State-specific portion
of the handbook in Module 3. Validators and programmers should refer to the
indicated step number for detailed instructions on how to validate the data in that
column, aswell asfor the definition of the dataelement. Each specification includes
a column and/or row entitled “ETA 581 Item # s’ which indicates the Item number
on the ETA 581 that the count or dollar amount in the column or row is compared
with on the RV spreadsheset.

States should reconstruct each population as specified for a recent ETA 581 report
guarter (RQ). In addition, States (such as California and Oregon) that administer
unemployment insurance together with other taxes should capture tax type, to
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distinguish between the taxes being validated on the ETA 581 and others which are
not countable on the report.*

Abbreviations:

RQ ETA 581 report quarter

ERQ Employer Report Quarter (quarter covered by employer's
contribution report)

FDRQ First day of the report quarter

LDRQ Last day of the report quarter

FD(RQ+1) First day of the quarter after the report quarter
FD(RQ-1) First day of the quarter before the report quarter

! Some States may have other unique types of data elements which should be captured in
the reconstruction file to facilitate validation. For example, some States may have an indicator
for seasonal employers which would be helpful in validating subpopulations 2.7 and 2.15 on
Table 2.
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Report Quarter:

Validator:
Date:

Table 1 Draft Reconstruction File Specifications
Active Employers

These subpopulations constitute the unique subgroups of all active employers on the last day of the Report Quarter (RQ) covered by the ETA 581.
Reconstruction should be done at the end of the RQ being validated (when the ETA 581 report program is run).

1st Sort Key 2nd Sort Key 3rd Sort Key 4th Sort Key
1 2 3 4 5 6 7 8 9
(Step 1A) (Step 3A) (Step 2A) (Step 4B) (Step 4A) (Step 5) (Step 15) (Step 7B) (Step 7A)
(Step 2B)
Subpopulation Reported in Employer Employer Employer Liability Date Liability Date Inactive/ Activation Number of Sum of Wages
581 Item #'s Account # Status Type (Initial) (Reopen) Terminated “as Processing Liable (Last 8 Q’s)
(EAN) Indicator C/IR of” Date Date Quarters
ANT
11 A c <=RQ <=RQ >RQ, or (If col. 8>8)
<liability date
(reopen), >$0
or none
1.2 A R <=RQ <=RQ >RQ, or (If col. 8>8)
<liability date
(reopen), >$0
or none
Notes:

1) The 3" and 4™ sort keys should be treated as a single sort. Sort by the most recent date.
2. Either column 4 or 5 must be a date earlier than the end of the report quarter.

Subpopulation descriptions:

1.1 Active contributory employers liable by the end of the report quarter.
1.2 Active reimbursable employers liable by the end of the report quarter.
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Report Quarter (ETA 581):

Validator:
Date:

Report Filing

Table 2 Draft Reconstruction File Specifications

Employer Report Due Date: The Due Date (DD) is defined as the date after which the State can impose penalty and/or interest, whichever is first
applicable. Itis a State-specific date.

These subpopulations constitute the unique subgroups of all employers owing contributions or required reports during the same ETA 581 report quarter
(RQ), which were received timely or secured in the RQ, or reported as resolved in RQ+1. Programmers and validators should note that timely,
secured, and resolved are here defined as discrete filing statuses, whereas the ETA 581 reports cumulative counts for these categories. Because
of the static nature of the received date, which is a key data element for subpopulations 2.1, 2.2, 2.9, and 2.10, the entire population extract can be
run at the end of RQ+1. The validation counts in subpopulations 2.1, 2.2, 2.9, and 2.10 are compared with ETA 581 counts for the RQ; all
subpopulation validation counts are compared with reported counts for RQ+1 (see 581 item # references below.)

1st Sort Key 2nd Sort Key 3rd Sort Key
1 2 3 4 5 6 7 8 9 10
(Step 1B) (Step 1B) (Step 2A) (Step 8A) (Step 9) (Step 10) (Step 4A) (Step 14) (Step 5) (Step 6A)
(Step 2B) (Step 8B) (Step 4B) (Step 6B)
(Step 8C) (Step 6C)
Subpopulation Reported in Employer Employer Employer Filing Status Received Final Liability Date Liability Date Inactive/ Inactivation/
581 Item #'s Account # Report Q Type Indicator Date Assessment (Initial or (Met Terminated Termination
(EAN) (ERQ) C/IR (T/SIR) Date Reopen) Threshold) “as of" Date Processing
Date
21 6,7,(81in RQ-1 C T <=DD none
RQ+1)
2.2 7,(8in RQ+1) RQ-1 Cc S > DD but none
<=LDRQ
2.3 8in RQ+1 RQ-1 C R within RQ+1 none
24 8in RQ+1 RQ-1 Cc R none <=LD(RQ+1)
25 8in RQ+1 RQ-1 C R none <RQ-1 within RQ or
RQ+1
2.6 8in RQ+1 RQ-1 C R none >=RQ >RQ and
>liability
date, or
none
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Table 2 Draft Reconstruction File Specifications

Report Filing
1st Sort Key 2nd Sort Key 3rd Sort Key
1 2 3 4 5 6 7 8 9 10
(Step 1B) (Step 1B) (Step 2A) (Step 8A) (Step 9) (Step 10) (Step 4A) (Step 14) (Step 5) (Step 6A)
(Step 2B) (Step 8B) (Step 4B) (Step 6B)
(Step 8C) (Step 6C)
Subpopulation Reported in Employer Employer Employer Filing Status Received Final Liability Date Liability Date Inactive/ Inactivation/
581 Item #'s Account # Report Q Type Indicator Date Assessment (Initial or (Met Terminated Termination
(EAN) (ERQ) C/IR (T/SIR) Date Reopen) Threshold) “as of" Date Processing
Date
2.7 8in RQ+1 RQ-1 Cc R none (RQ-1)
2.8 8in RQ+1 RQ-1 C R none =col 9 date =col 7 date <=LDRQ+1
2.9 9,10,(11in RQ-1 R T <=DD none
RQ+1)
2.10 10,(11in RQ-1 R S > DD but none
RQ+1) <=LDRQ
211 11in RQ+1 RQ-1 R R within RQ+1 none
212 11in RQ+1 RQ-1 R R none <=LDRQ+1
2.13 11in RQ+1 RQ-1 R R none <RQ-1 within RQ or
RQ+1
2.14 11in RQ+1 RQ-1 R R none >=RQ >RQ and
>liability
date, or
none
2.15 11in RQ+1 RQ-1 R R none (RQ-1)
2.16 11in RQ+1 RQ-1 R R none =col 9 date =col 7 date <=LDRQ+1
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Table 2 Draft Reconstruction File Specifications
Report Filing

Notes:

1)

2)

3)

4)

A few States resolve reports for seasonal employers by suspending the report filing requirement in off seasons (subpopulations 2.7 and 2.15).
These States should program an additional column--suspended as of quarter--with the same step reference indicated for column 9 and the
parameter indicated in parentheses under column 9 for subpopulations 2.7 and 2.15.

States may identify all contributory and reimbursing employers who were subject to file a required report covering the quarter prior to the ETA
581 report quarter, on the last day of the quarter prior to the ETA 581 report quarter. That data file can then be used in the validation
reconstruction, even though not every report owed will be resolved. (If this approach is workable for States, it can also be done every quarter
to program the ETA 581.)

Some States may use a delinquency flag instead of the preferred received date; this creates audit trail issues to be reviewed on a State-specific
basis.

If an employer has more than one resolved date under columns 5, 6, 9, or 10, the earliest date is considered to be the resolved date (although
if possible, all resolved dates should be included on the file).

Subpopulation descriptions:

2.1

2.2

2.3

24

2.5

2.6

Contributory employers owing contributions reports for activities in the quarter prior to the report quarter, who filed contribution reports timely
during the report quarter.

Contributory employers owing contributions reports for activities in the quarter prior to the report quarter, who filed untimely contribution reports
by the end of the report quarter (secured, but not timely).

Contributory employers owing contributions reports for activities in the quarter prior to the report quarter, who filed contribution reports during
the quarter after the report quarter (resolved, neither secured nor timely).

Contributory employers owing contributions reports for activities in the quarter prior to the report quarter, who did not submit a report but received
a final assessment by the end of the quarter after the report quarter (resolved, neither secured nor timely).

Contributory employers owing contributions reports for activities in the quarter prior to the report quarter, who were made inactive during the
report quarter, or during the quarter after the report quarter (resolved, neither secured nor timely).

Contributory employers owing contributions reports for activities in the quarter prior to the report quarter, whose liability date (met threshold) was
changed from prior to the report quarter, to during or after the report quarter (resolved, neither secured nor timely).
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2.7

2.8

2.9

2.10

2.11

2.12

2.13

2.14

2.15

2.16

Table 2 Draft Reconstruction File Specifications
Report Filing

Contributory employers owing contributions reports for activities in the quarter prior to the report quarter, who were suspended from filing
contribution reports due in the report quarter by virtue of being seasonal employers, an administrative decision not to pursue report filing, or
for other reasons (resolved, neither secured nor timely).

Contributory employers owing contributions reports for activities in the quarter prior to the report quarter, whose accounts were withdrawn by
making the liability date and the inactive/terminated “as of’ date equal (resolved, neither secured nor timely). This includes canceled, withdrawn,
closed, dropped, etc. accounts.

Reimbursable employers owing required reports for activities in the quarter prior to the report quarter, who filed required reports timely during
the report quarter.

Reimbursable employers owing required reports for activities in the quarter prior to the report quarter, who filed untimely required reports by the
end of the report quarter (secured, but not timely).

Reimbursable employers owing required reports for activities in the quarter prior to the report quarter, who filed required reports during the quarter
after the report quarter (resolved, neither secured nor timely).

Reimbursable employers owing required reports for activities in the quarter prior to the report quarter, who did not submit a report but received
a final assessment by the end of the quarter after the report quarter (resolved, neither secured nor timely).

Reimbursable employers owing required reports for activities in the quarter prior to the report quarter, who were made inactive during the report
guarter, or during the quarter after the report quarter (resolved, neither secured nor timely).

Reimbursable employers owing required reports for activities in the quarter prior to the report quarter, whose liability date (met threshold) was
changed from prior to the report quarter, to during or after the report quarter (resolved, neither secured nor timely).

Reimbursable employers owing required reports for activities in the quarter prior to the report quarter, who were suspended from filing required
reports due in the report quarter by virtue of being seasonal employers, an administrative decision not to pursue report filing, or for other reasons
(resolved, neither secured nor timely).

Reimbursable employers owing required reports for activities in the quarter prior to the report quarter, whose accounts were withdrawn by making
the liability date and the inactive/terminated “as of” date equal (resolved, neither secured nor timely). This includes canceled, withdrawn, closed,
dropped, etc. accounts.
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Report Quarter:

Validator:
Date:

Table 3 Draft Reconstruction File Specifications

Status Determinations Entered within Report Quarter (RQ)

These subpopulations constitute the unique subgroups of all status determinations made by the State during the ETA 581 Report Quarter (RQ). States that
Programmers and validators should note that time

overwrite status determinations on their master tax file may use the RQC universe for reconstruction.

lapse categories are discrete subpopulations, whereas the ETA 581 reports time lapse cumulatively.

1st Sort 2nd Sort
Key Key
1 2 3 4 5 6 7 8 9 10 11 12 13
(Step 1C) (Step 2A) (Step 11A) (Step 12) (Step 13) (Step 14) (Step 14) (Step 15) (Step 16) (Step 17) (Step 18) (Step 6A) (Step 6A)
(Step 2B) (Step 11B) or or
(Step 11C) (Step 6B) (Step 6C)
(Step 11D)
Subpopula- ETA 581 EAN Employer Status Time Status Liability End of Activation Reactiva- Succes- Prede- Inactiv- Termin-
tion Item #'s Type Determ Lapse Determin. Date Liable process tion sorship cessor ation ation
C/IR Type Date(s) (Met Quarter date process process account process process
Indicator Threshold) date(s) date(s) number date(s) date(s)
3.1 14,15, New <=90 days [ within RQ within RQ, within RQ, < active/ < active/
16 or <column | or none reactiv- reactiv-
9 date ation date, ation date,
or blank or blank
3.2 14,16 New >=91 but within RQ within RQ, within RQ, < active/ < active/
<=180 or <column | or none reactiv- reactiv-
days 9 date ation date, ation date,
or blank or blank
3.3 14 New >=181 within RQ within RQ, within RQ, < active/ < active/
days or <column | or none reactiv- reactiv-
9 date ation date, ation date,
or blank or blank
3.4 17,18, Successor | <=90 days | within RQ <=succes- | <=succes- | within RQ non-blank
19 sorship sorship
date date, or
none
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Table 3 Draft Reconstruction File Specifications

Status Determinations Entered within Report Quarter (RQ)

1st Sort 2nd Sort
Key Key
1 2 3 4 5 6 7 8 9 10 11 12 13
(Step 1C) (Step 2A) (Step 11A) (Step 12) (Step 13) (Step 14) (Step 14) (Step 15) (Step 16) (Step 17) (Step 18) (Step 6A) (Step 6A)
(Step 2B) (Step 11B) or or
(Step 11C) (Step 6B) (Step 6C)
(Step 11D)
Subpopula- ETA 581 EAN Employer Status Time Status Liability End of Activation Reactiva- Succes- Prede- Inactiv- Termin-
tion Item #'s Type Determ Lapse Determin. Date Liable process tion sorship cessor ation ation
C/IR Type Date(s) (Met Quarter date process process account process process
Indicator Threshold) date(s) date(s) number date(s) date(s)
35 17,19 Successor | >=91 but within RQ <= <= within RQ non-blank
<=180 successor successor
days -ship date -ship date,
or none
3.6 17 Successor | >=181 within RQ <= <= within RQ non-blank
days successor | successor
-ship date -ship date,
or none
3.7 20 Inactiv- n/a within RQ n/a n/a n/a n/a n/a within RQ* | blank
ations
3.8 20 Termni- n/a within RQ n/a n/a n/a n/a n/a blank within RQ
ations
@ There is the same issue as under Population #1, where the employer could be inactive based on 8 quarters of no wages (or fewer depending on the

State’s threshold), but for some reason the inactivation date/flag was not triggered. We may be able to cross-reference by EAN (by programming or
on the printout) the employers identified as falling in this category from the Population #1 specifications, since they are identical, as long as the same
RQ is validated.

Notes:

1)  Statesthat preferto validate contributory and reimbursing employer status determinations separately may do so by replicating the eight subpopulations
(one set of eight subpopulations for each type of employer). States may prefer to validate the two types of employers separately if they are processed
in very different ways.

2. Time Lapse is the difference, in days, between the last day of the liable quarter and the status determination date.
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Table 3 Draft Reconstruction File Specifications
Status Determinations Entered within Report Quarter (RQ)

Subpopulation Descriptions:

3.1 Status determinations of new employers made during the report quarter, which were made within 90 days of the end of the quarter in which the
employer became liable. (Employers changing from contributory to reimbursing status and vice versa are included in subpopulations 3.1 - 3.3.)

3.2 Status determinations of new employers made during the report quarter, which were made between 91 and 180 days of the end of the quarter in which
the employer became liable.

3.3 Status determinations of new employers made during the report quarter, which were made 181 days or later from the end of the quarter in which the
employer became liable.

3.4 Status determinations of successor employers made during the report quarter, which were made within 90 days of the end of the quarter in which the
employer became liable.

3.5 Status determinations of successor employers made during the report quarter, which were made between 91 and 180 days of the end of the quarter
in which the employer became liable.

3.6 Status determinations of successor employers made during the report quarter, which were made 181 days or later from the end of the quarter in which
the employer became liable.

3.7 Inactivations of employers made during the report quarter.

3.8 Terminations of employers made during the report quarter.
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Report Quarter:

Table 4 Draft Reconstruction File Specifications
Accounts Receivable

Validator:
Date:
1 2 3 4 5 6 7 8 9 10 11 12 13
(Step (Step (Step (Step (Step (Step (Step 21A) (Step 22) (Step 23) (Step 24) (Step 25) (Step 26) | (Step 27A)
1D) 2A) 19A) 19B) 1D) 20) (Step 21B) (Step 278B)
(Step
2B) (Step 21C)
Sub- EAN Employe | Transac- | Establish | Employe Due Transaction Amount Liquidated Uncollec- Removed Balance Age
population r Type tion Date ed r Report Date . Established (Pay/Adj) tible at end of
Q/Date Type/Indicator in RQ RO
C/IR Quarter (DD)
(ERQ)
4.1 C RQ blank Establishment $ blank blank blank blank blank
4.2 C RQ blank Liquidation blank $ blank blank blank blank
4.3 C RQ blank >RQ-8 blank Uncollectible blank blank $ blank blank blank
4.4 C RQ >RQ-3 <RQ-8 blank Uncollectible blank blank $ blank blank blank
45 C blank RQ-2 RQ-8 blank blank blank blank blank $ blank blank
4.6 C blank RQ-3 <RQ-8 blank blank blank blank blank $ blank blank
4.7 C blank blank >RQ-8 blank blank blank blank blank blank $
4.8 C blank >RQ-3 <RQ-8 blank blank blank blank blank blank $
ETA Item 22 23 24 25 26
#
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Table 4 Draft Reconstruction File Specifications
Accounts Receivable

1 2 3 4 5 6 7 8 9 10 11 12 13
(Step (Step (Step (Step (Step (Step (Step 21A) (Step 22) (Step 23) (Step 24) (Step 25) (Step 26) | (Step 27A)
1D) 2A) 19A) 19B) 1D) 20) (Step 21B) (Step 278B)

(Step
2B) (Step 21C)
Sub- EAN Employe | Transac- | Establish | Employe Due Transaction Amount Liquidated Uncollec- Removed Balance Age
population r Type tion Date ed r Report Date . Established (Pay/Adj) tible at end of
Q/Date Type/Indicator in RQ RO
C/IR Quarter (DD)
(ERQ)

4.9 R RQ blank Establishment $ blank blank blank blank blank
4.10 R RQ blank Liquidation blank $ blank blank blank blank
411 R RQ blank blank >RQ-7 Uncollectible blank blank $ blank blank blank
412 R RQ >RQ-3 blank <RQ-7 Uncollectible blank blank $ blank blank blank
4.13 R blank RQ-2 blank RQ-7 blank blank blank blank $ blank blank
4.14 R blank RQ-3 blank <RQ-7 blank blank blank blank $ blank blank
4.15 R blank blank blank >RQ-7 blank blank blank blank blank $
4.16 R blank >RQ-3 blank <RQ-7 blank blank blank blank blank $

ETA Item 34 35 36 37 38
#
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Table 4 Draft Reconstruction File Specifications
Accounts Receivable

Notes:

Values in column 8 for all observations in subpopulations 4.1 - 4.8 should be totaled, for comparison to ETA Item #22.
Values in column 9 for all observations in subpopulations 4.1 - 4.8 should be totaled, for comparison to ETA Item #23.
Values in column 10 for all observations in subpopulations 4.1 - 4.8 should be totaled, for comparison to ETA Item #24.
Values in column 11 for all observations in subpopulations 4.1 - 4.8 should be totaled, for comparison to ETA Item #25.

Values in column 12 for all observations in subpopulations 4.1 - 4.8 should be totaled, for comparison to ETA Item #26.

Values in column 8 for all observations in subpopulations 4.9 - 4.16 should be totaled, for comparison to ETA Item #34.
Values in column 9 for all observations in subpopulations 4.9 - 4.16 should be totaled, for comparison to ETA Item #35.
Values in column 10 for all observations in subpopulations 4.9 - 4.16 should be totaled, for comparison to ETA Item #36.
Values in column 11 for all observations in subpopulations 4.9 - 4.16 should be totaled, for comparison to ETA Item #37.

Values in column 12 for all observations in subpopulations 4.9 - 4.16 should be totaled, for comparison to ETA Item #38.

Subpopulation descriptions:

4.1 Receivable amounts established as past due in the report quarter for contributory employers

4.2 Receivable amounts liquidated during the report quarter for contributory employers

4.3 Receivable amounts declared uncollectible during the report quarter for contributory employers where the receivable is less than eight quarters
old
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Table 4 Draft Reconstruction File Specifications
Accounts Receivable

4.4 Receivable amounts declared uncollectible during the report quarter for contributory employers where the receivable is more than seven

guarters old but was established within the report quarter or the two preceding quarters

4.5 Receivables removed during the report quarter for contributory employers where the receivable is eight quarters old and was established prior
to two quarters before the report quarter

4.6 Receivables removed during the report quarter for contributory employers where the receivable was more than eight quarters old and was
established three quarters prior to the report quarter

4.7 Receivable balances at the end of the report quarter for contributory employers which were less than eight quarters old

4.8 Receivable balances at the end of the report quarter for contributory employers which were more than eight quarters old but which were
established within the report quarter or the two preceding quarters

4.9 Receivable amounts established as past due in the report quarter for reimbursable employers

4.10 Receivable amounts liquidated during the report quarter for reimbursable employers

4.11 Receivable amounts declared uncollectible during the report quarter for reimbursable employers where the receivable is less than eight quarters
old

4.12 Receivable amounts declared uncollectible during the report quarter for reimbursable employers where the receivable is more than seven
guarters old but was established within the report quarter or the two preceding quarters
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Table 4 Draft Reconstruction File Specifications
Accounts Receivable

4.13 Receivables removed during the report quarter for reimbursable employers where the receivable is eight quarters old and was established prior
to two quarters before the report quarter

4.14 Receivables removed during the report quarter for reimbursable employers where the receivable was more than eight quarters old and was
established three quarters prior to the report quarter

4.15 Receivable balances at the end of the report quarter for reimbursable employers which were less than eight quarters old

4.16 Receivable balances at the end of the report quarter for reimbursable employers which were more than eight quarters old but which were
established within the report quarter or the two preceding quarters.

Ul Tax Data Validation Handbook A-15 May 2001



APPENDIX A

Table 5 Draft Reconstruction File Specifications
Field audits

Report Quarter:

Validator:
Date:

These subpopulations constitute the unique subgroups of all field audits completed during the ETA 581 Report Quarter (RQ). Data elements specified
on the file specification may not be captured on the State’s system when they are not reported on the 581. They are however included in the auditor’s
file. When States cannot capture such information automatically, the column can be completed from the auditor’'s paper files during the validation

for the selected cases.

1st Sort | 2nd Sort | 3rd Sort Total Wages Taxable Wages Contributions
Key Key Key
1 2 & 4 & 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
(Step 1E) | (Step 1E) |(Step 28A) |(Step 29A) | (Step 30) |(Step 31A) |(Step 31B) |(Step 31C) |(Step 31D) |(Step 31E) |(Step 32A) |(Step 32B) |(Step 32C) |(Step 32D) |(Step 32E) |(Step 33A) |(Step 33B) |(Step 33C) |(Step 33D) |(Step 33E)
(Step 28B) |(Step 29B)
employer | change
5 . total tax
size audit : cont.
. reconcil- § §
Sub- audlt_ it re_co_ncu- re_co_ncu-
ETA 581 completion iation iation
population | Items #'s EAN audit ID # L/S Y/N date pre post under over amount pre post under over amount pre post under over amount
5.1 45, 46, 47 L Y within RQ T1$ T2% T3% T4$ 0 X1$ X2$% X3% X4$ 0 C1$ Cc2$ C3% C4s 0
5.2 45, 47 L N within RQ
53 46, 547 S Y within RQ
5.4 47 S N within RQ
ETA Item # 49 50 53 56 54 57 55 58
Notes:
1) Some States may want to capture and store in the data file the number of employees pre-and post-audit. Some States allocate a percentage

of their Ul receipts to special funds or programs; if so, the employer’s discount rate and amount discounted should be included on the printout.
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2)

3)

Table 5 Draft Reconstruction File Specifications
Field audits

Post audit figures for total wages, taxable wages and contributions reflect the net increase or decrease of under and over reporting identified
during the audit, even though the netted figures are not reportable on the ETA 581. Referring to the specification:

Subtract the positive net of (T3 - T4) from the positive net of (T1 - T2). The result in column 10 should be zero.
Subtract the positive net of (X3 - X4) from the positive net of (X1 - X2). The result in column 15 should be zero.
Subtract the positive net of (C3 - C4) from the positive net of (C1 - C2). The result in column 20 should be zero.

For example, if Employer A under reported total wages by $5000 and also over reported total wages by $1000, the Employer’s post-audit total
wages would increase by $4000. So, if the validator nets the under and over reported wages the result is $4000, and nets pre and post audit
wages the result is $4000. These two results should always reconcile to zero. Referring again to the printout specification:

If TI = $10,000, T2 = $14,000, T3 = $5,000, T4 = $1,000, then ($10,000 - $14,000) - ($5,000 - $1,000) =0

Also, if TI = $10,000, T2 = $6,000, T3 = $1,000, T4 = $5,000, then ($10,000 - $6,000) - ($1,000 - $5,000) =0

The number of observations in all four subpopulations should be totaled, for comparison to ETA Item #47.

Dollar values in column 6 for all observations in all four subpopulations should be totaled, for comparison to ETA Item #49.
Dollar values in column 7 for all observations in all four subpopulations should be totaled, for comparison to ETA Item #50.
Dollar values in column 8 for all observations in all four subpopulations should be totaled, for comparison to ETA Item #53.
Dollar values in column 9 for all observations in all four subpopulations should be totaled, for comparison to ETA Item #56.
Dollar values in column 13 for all observations in all four subpopulations should be totaled, for comparison to ETA Item #54.
Dollar values in column 14 for all observations in all four subpopulations should be totaled, for comparison to ETA Item #57.
Dollar values in column 18 for all observations in all four subpopulations should be totaled, for comparison to ETA Item #55.

Dollar values in column 19 for all observations in all four subpopulations should be totaled, for comparison to ETA Item #58.
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Table 5 Draft Reconstruction File Specifications
Field audits

Subpopulation descriptions:

5.1 Large employer audits completed during the report quarter, which were change audits.

5.2 Large employer audits completed during the report quarter, which were not change audits.

5.3 Small employer audits completed during the report quarter, which were change audits.

54 Small employer audits completed during the report quarter, which were not change audits.
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PART I

SORT SPECIFICATIONS

Part 11 of Appendix A contains sort specificationsfor report validation (RV) filesand
the criteriafor review of the files once sorted. The reason the State sortsthe filesis
to quickly identify transactionsthat haveinappropriately beenincludedintheRV files,
transactions that are outside the parameters for inclusion in the population or
subpopulation. For example, many transactions are supposed to be counted on the
ETA 581 report only if they occur during a particular quarter. If the transactions are
sorted in ascending order by the occurrence date the earliest dates will appear at the
start of the list; the latest dates at the end. By looking at thefirst and last transactions
in the sorted file the validators can quickly determine if al transactions are within
range, occurring in the report quarter.

*  Thefirst column of thetablesin Appendix A, Part Il identifiesthe sort. The
sortswith an “S” following the first digit are the sort specifications already
identified by the “Sort Keys” in Part | of Appendix A. If the RV file was
sorted according to the specifications thereis no additional sorting required
for these File Sorts. The sorts with a letter other than S following the first
digit do require sorting the RV filein adifferent order.

*  The second column identifies the subpopulations to be sorted. Some sorts
include transactions for more than one subpopulation.

»  The Sort Key indicates the data el ement(s) to be used when sorting the file
into the new order.

* The Error Detection Criteria provide instructions on how to review the
sorted file. Thereview will tell the State staff whether all transactionsin the
file are within the specified range. The Step number refersthe State staff to
alocation in the State-specific information in Module 3 of the handbook
where they can find additional clarification of the information used in the
sort.
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Population 1 Sort Criteria - Active Employers

Reconstruction Subpopulations Sort Key/ Step No./ Error Detection Criteria
File Sort Included in Sort Column No. Rule No.
1S1 1.1 through 1.2 Employer Status 3A/1 All employer status indicators must represent active
Indicator employers. (If the State has several codes for active, the
(all obsarvations validator must look at every break between codes to
) ensure that all employer status indicators represent
combined) :
active.)
This ensures that inactive employers are not included in
these subpopulations. The indicator cannot be
potentially subject, inactive or suspended.
182 1.1 through 1.2 Employer Type 2A/1 All type codes in subpopulation 1.1 must represent
(all observations within contributory employers.
each subpopulation) This ensures that reimbursing employers are not
included in these subpopulations.
1S3 2B/1 All type codes in subpopulation 1.2 must represent
reimbursing employers.
This ensures that contributory employers are not
included in these subpopulations.
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Population 1 (continued)

Reconstruction Subpopulations Sort Key/ Step No./ Error Detection Criteria
File Sort Included in Sort Column No. Rule No.
1.4 1.1 through 1.2 Liability Date (reopen) | 3A/2 All liability dates (reopen) must be prior to or within the

(all observations with a report quarter.

liability date (reopen) This ensures that employers who are potentially subject
within each or inactive are not included in these subpopulations.
subpopulation in
descending order)

Liability Date (initial) All liability dates (initia) must be prior to or within the
(@l remaining report quarter.
observations in each

This ensures that employers who are potentially subject

subpopulation) are not included in these subpopulations.

1 Sort 1.S4isatwo-tiered sort. Thefirst sort key isliability date (reopen) and the second sort key, on transactions within each subpopulation that do
not have aliability date (reopen), is liability date (initial).

NoTE:  Sortsfor each population begin with the number of the corresponding population table. Sorts where the second character istheletter “S’ areincluded
on thereconstruction file sort. The Step No./Rule No. column refersto the Data Element Validation Instruction in Module 3 which corresponds to the
sort.
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Population 1 (continued)

Sort Subpopulations Sort Key/ Step No./ Error Detection Criteria
Number Included in Sort Column No. Rule No.
1A 11 EAN 2A/2 All EAN prefixes or suffixes (whichever method a State uses,
(active contributory (ascending by prefix or if elther, to distinguish employer types) must represent
. contributory employers.
employers) suffix)
This ensures that reimbursing employers are not included in
this subpopulation.
1B 12 EAN 2B/2 All EAN prefixes or suffixes (whichever method a State uses,
(active réimbursing (ascending by prefix or if 'elther, .to distinguish employer types) must represent
. reimbursing employers.
employers) suffix)
This ensures that contributory employers are not included in
this subpopulation.
1.C 1.1 through 1.2 Inactive/Terminated “as | 3A/3 All inactive/terminated “as of” dates, where they exist, must be
(all active employers) of” Date after the report quarter. Draw a sample of 200
oy inactive/terminated “ as of” dates which are not after the report
(Sort non-blank dates the valid . h hat th
only in ascending order) quarter; the validator reviews these to ensure that the
inactive/terminated “as of” date is before the liability date
(reopen).
This ensures that employers inactive on the last day of the
report quarter are not included in these subpopulations.
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Population 1 (continued)

Sort Subpopulations Sort Key/ Step No./ Error Detection Criteria
Number Included in Sort Column No. Rule No.
1.D* 1.1 through 1.2 Number of Quarters 3A/4 The sum.of wages must be greater than zero if the number of
(all active employers) ((jllcn;?gi/n;rt key, quartersis eight.
Sum of Wages Reported
(Secondary sort key,
ascending)

1 Sort 1.D isatwo-tiered sort. Observationsin the specified subpopulations are first sorted in descending order by the Number of Quarters. Then, within each
grouping by number of quarters(e.g. all with eight quarters, all with seven quarters), observationsare sorted in ascending order by the Sum of Wages Reported.
This approach will group all of the observations with the Number of Quarters at eight and a Sum of Wages of zero together at thetop. Thesearetheinvalid
observations.
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Population 2 Sort Criteria - Report Filing

Reconstruction
File Sort

Subpopulations
Included in Sort

Sort Key/

Column No.

Step No./
Rule No.

Error Detection Criteria

2S1

282

2.1 through 2.16
(al employer reports)

Employer Type

2A/1

All type codes in subpopulations 2.1 through 2.8 must
represent contributory employers.

This ensures that reimbursing employers are not
included in these subpopulations.

2B/1

All type codes in subpopulations 2.9 through 2.16 must
represent reimbursing employers.

This ensures that contributory employers are not
included in these subpopulations.

2.S3

2.54

2.85

2.1 through 2.16
(al employer reports)

Filing Status Indicator
(descending
aphabetically if T,SR)

(Sort may be n/aif
indicator is not atrue
value.)

8A/1

All filing status indicators in subpopulations 2.1 and 2.9
must represent timely filed reports, to ensure that
untimely reports are not included in these
subpopulations.

8B/1

All filing status indicators in subpopulations 2.2 and
2.10 must represent only secured reports.

This ensures that no timely filed or resolved reports are
included in these subpopulations.

8C/1

All filing status indicators in subpopulations 2.3 through
2.8 and 2.11 through 2.16 must represent only resolved
reports.

This ensures that no timely or secured reports are
included in these subpopulations.
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Population 2 (continued)

Reconstruction Subpopulations Sort Key/ Step No./ Error Detection Criteria
File Sort Included in Sort Column No. Rule No.
2.5.6 2.1 through 2.16 Received Date 8A/2 All received dates in subpopulations 2.1 and 2.9 must be
(ascending when non- prior to or equa to the due date.
(al employer reports) blank)

This ensures that untimely filed reports are not included
in these subpopulations.

257 8B/2 All received dates in subpopulations 2.2 and 2.10 must
be after the due date and by the end of the report quarter.

This ensures that timely or resolved (neither timely nor
secured) filed reports are not included in these
subpopulations.

258 8C/2 All received dates in subpopulations 2.3 and 2.11 must
be during the quarter following the report quarter.

This ensures that timely or secured filed reports are not
included in these subpopulations.
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Population 2 (continued)

Sort Subpopulations Sort Key/ Step No./ Error Detection Criteria
Number Included in Sort Column No. Rule No.
2A 2.1through 2.8 EAN 2A/2 All EAN prefixes or suffixes (whichever method a State uses,
, , if either, to distinguish employer types) for subpopulations 2.1
gj??ﬁ?)d' ng by prefix or through 2.8 must represent contributory employers.
This ensures that reimbursing employers are not included in
these subpopulations.
2B 2.9 through 2.16 EAN 2B/2 All EAN prefixes or suffixes (whichever method a State uses,
, : if either, to distinguish employer types) for subpopulations 2.9
gﬁ??ﬁgd' ng by prefix or through 2.16 must represent reimbursing employers.
This ensures that contributory employers are not included in
these subpopulations.
2C 24,212 Final Assessment Date | 8C/3 All final assessment dates must be by the end of the quarter
(reports resolved by (descending) following the report quarter.
final assessment) This ensures that reports resolved later by final assessment are
not included in these subpopulations.
2D 2.6,2.14 Liability Date 8C/4 All liability dates must be during or after the report quarter.
(met threshold) This ensures that only employers whose reports were resolved
, by changing the liability date (met threshold) are included in
(ascending) .
these subpopulations.
2E 2.8,2.16 Liability Date 8C/5 All liability dates (initial or reopen) must be equal to the
(initial or reopen) inactive/terminated “as of” date. Validator reviews all dates to
P ensure that they are equal.

(ascending) This ensures that only employers whose reports were resolved
by canceling, withdrawing, closing, or dropping the account
are included in these subpopulations. (Some States, such as
Colorado, may have adight variation from this criteria.)
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Population 2 (continued)

Sort Subpopulations Sort Key/ Step No./ Error Detection Criteria
Number Included in Sort Column No. Rule No.
2.F 2.5, 213 Inactive/Terminated “as | 8C/6 All inactive/terminated “as of” dates must be prior to the
of” Date quarter before the report quarter, to ensure that only employers
(d ding) whose reports were resolved by inactivating the employer are
9 included in these subpopulations.
2.G 2.7,2.15 Suspended “as of” 8C/7 All suspended “as of” quarters, where they exist, must be equal
quarter to the quarter before the report quarter (the ERQ), to ensure
(ascending) that only employers who were suspended from filing an
9 employer report during the report quarter are included in these
subpopulations.
2H 25,213 Inactivation/ 8C/8 All inactivation/termination processing dates must be after the
Termination Processin first day of the quarter before the report quarter and by the last
esSing day of the quarter after the report quarter, to ensure that only
Date S
employers whose reports were resolved by inactivating the
(ascending) employer are included in these subpopulations.
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APPENDIX A

Population 3 Sort Criteria - Status Deter minations

Reconstruction Subpopulations Sort Key/ Step No./ Error Detection Criteria
File Sort Included in Sort Column No. Rule No.
351 3.1 through 3.8 Status Determination 11A/1 All Status Determination Type Indicators in
Type Indicator subpopulations 3.1 through 3.3 must represent new
(all status employer determinations.
determinations in report oy

3.5.2 quarter) 11B/1 All Status Determination Type Indicatorsin
subpopulations 3.4 through 3.6 must represent successor
employer determinations.

3.S3 11C/1 All Status Determination Type Indicators in
subpopulation 3.7 must represent inactivated employer
determinations.

3.54 11D/1 All Status Determination Type Indicators in
subpopulation 3.8 must represent terminated employer
determinations.

3.S5 3.1 through 3.6 Time Lapse 12/1 All time lapse counts in subpopulations 3.1 and 3.4

must be less than or equal to 90 days. All time lapse
counts in subpopulations 3.2 and 3.5 must be greater
than or equal to 91 days, but less than or equal to 180
days. All time lapse counts in subpopulations 3.3 and
3.6 must be greater than or equal to 181 days. Validator
should also examine time lapse outliers as follows: first
five transactions in subpopulations 3.1 and 3.4, last five
transactions in 3.3 and 3.6.

(al time lapsed status (ascending)
determinations)
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APPENDIX A

Population 3 (continued)

Sort Subpopulations Sort Key/ Step No./ Error Detection Criteria
Number Included in Sort Column No. Rule No.
3A 3.1 through 3.8 Status Determination | 13/1 All status determination dates must be within the report quarter
(all status Date being validated, to ensure that al status determinations included in
L , these subpopulations are reportable in the same ETA 581 report
determinationsin (ascending) S h h . ¢ hi it
report quarter) quarter. (States may not have the capacity to perform this sort i
their systems overwrite each status determination attributable to
an employer.) If State maintains specific processing dates and
uses/copies those dates here, this can replace sorts 3.B - 3.D, 3.F,
3.G.
3.B! 3.1 through 3.3 Activation Processing | 11A/2 All activation processing dates must be during the report quarter,
(all new status Date unless an observation has a reactivation processing date during the
o , report quarter.
determinations) (ascending)
Reactivation Resort transactions with activation processing dates prior to the
Processing Date report quarter by reactivation processing date. All reactivation
(ascending) processing dates, where they exist, must be during the report
quarter.
3.C 3.4 through 3.6 Successorship 11B/3 All successorship processing dates must be during the report
(all successor status Processing Date quarter.
determinations) (ascending)
3.D 3.4 through 3.6 Predecessor Account 11B/2 All observations must have a predecessor account number, to
Number ensure that all observations represent successors. (Only
(al successor status , applicable if State requires maintenance of predecessor numbers.)
determinations) (ascending)

1 Sort 3.B isatwo-tiered sort, with the primary sort key activation processing date.
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Population 3 (continued)

Sort Subpopulations Sort Key/ Step No./ Error Detection Criteria
Number Included in Sort Column No. Rule No.

3.E 3.7 Inactivation 11C/2 All inactivation processing dates must be during the report
(al inactivation status | 10ceSINg Date quarter.
determinations) (ascending)

3.F 3.8 Termination 11D/2 All termination processing dates must be during the report quarter.
(al termination status Processing Date
determinations) (ascending)

States that use EAN prefix or suffix to identify status determination type may also sort by EAN by subpopulation groupings 3.1 - 3.3, 3.4 - 3.6, and 3.7 -
3.8.
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Population 4 Sort Criteria - Accounts Receivable

Reconstruction Subpopulations Sort Key/ Step No./ Error Detection Criteria
File Sort Included in Sort Column No. Rule No.
4.A 4.2 and 4.10 Transaction Date 23/1 All transaction dates must be during the report quarter.
4.3,44,4.11and 4.12 24/1 All transaction dates must be during the report quarter.
4.B 4.1 and 4.9 Established 22/1 All established dates must be during the report quarter.
Quarter/Date
4.C 4.1 and 4.9 Transaction 22/2 All transaction type indicators represent amounts
Type/Indicator established.
4D 4.1 and 4.9 Amount Established in | 22/3 All established amounts are greater than zero.
Report Quarter
4.E 4.2 and 4.10 Transaction 23/2 All transaction type indicators represent amounts
Type/Indicator liquidated.
4.F 4.2 and 4.10 Liquidated (Pay/Adj) 23/3 All liquidated amounts are greater than zero.
4.G 4.4 and 4.12 Established 24/2 All established dates must be during the report quarter
Quarter/Date or the two preceding quarters.
4.5and 4.13 25/1 All established dates must be during the report quarter
or the two preceding quarters.
4H 4.4 Employer Report 24/3 All employer report quarters must be at least eight
Quarter quarters prior to the validation report quarter.
4.6 25/4 All employer report quarters must be at least eight
quarters prior to the validation report quarter.
4.8 26/3 All employer report quarters must be at least eight
quarters prior to the validation report quarter.
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Population 4 (continued)

Reconstruction Subpopulations Sort Key/ Step No./ Error Detection Criteria
File Sort Included in Sort Column No. Rule No.
4. 43 Employer Report 24/4 All employer report quarters must be less than eight
Quarter quarters prior to the validation report quarter.
4.7 26/2 All employer report quarters must be less than eight
quarters prior to the validation report quarter.
4] 4.12 Due Date 24/5 All employer report due dates must be more than seven
quarters prior to the report quarter.
4.14 25/6 All employer report due dates must be more than seven
quarters prior to the report quarter.
4.16 26/5 All employer report due dates must be more than seven
quarters prior to the report quarter.
4K 411 Due Date 24/6 All employer report due dates must be |ess than eight
quarters prior to the validation report quarter.
4.15 26/4 All employer report due dates must be |ess than eight
quarters prior to the validation report quarter.
4.L 43,4.4,4.11,and 4.12 | Transaction 247 All transaction type indicators represent amounts
Type/Indicator declared uncollectible.
4.M 4.3,4.4,4.11, and 4.12 | Uncollectible 24/8 All uncollectible amounts are greater than zero.
4.N 4.6 and 4.14 Established 25/2 All established dates are three quarters prior to the
Quarter/Date validation report quarter.
4.0 45 Employer Report 25/3 All employer report quarters are eight quarters prior to
Quarter the validation report quarter.
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Population 4 (continued)

Reconstruction Subpopulations Sort Key/ Step No./ Error Detection Criteria
File Sort Included in Sort Column No. Rule No.
4.pP 4.13 Due Date 25/5 All employer report due dates are seven quarters prior to
the validation report quarter.

4.Q 45,46, 4.13, and 4.14 | Removed 25/7 All removed amounts are greater than zero.

4R 4.8 Established 26/1 All established dates are within the report quarter or the
Quarter/Date two preceding report quarters.

4.S 47,48, 4.15, and 4.16 | Baance at end of 26/6 All end of quarter balances arae greater than zero.
Report Quarter
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Population 5 Sort Criteria - Field Audits

Reconstructio Subpopulations Sort Key/ Step No./ Error Detection Criteria
n File Sort Included in Sort Column No. Rule No.
581 5.1 through 5.4 Employer Size 28A/1 All indicators in subpopulations 5.1 and 5.2 must
(all audits completed represent large employers, tp ensure that small
in report quarter) employers are not included in these
eportq subpopulations. .

582 28B/1 All indicators in subpopulations 5.3 and 5.4 must
represent small employers, to ensure that large
employers are not included in these subpopul ations

583 5.1 through 5.4 Change Audit 29A/1 All indicators in subpopulations 5.1 and 5.3 must

. represent “change” audits, to ensure that “no
|(r?“r au(;irltts S;Teel)etw change” audits are not included in these
eportq subpopulations.

5S4 29B/1 All indicators in subpopulations 5.2 and 5.4 must
represent “no change” audits, to ensure that
“change’ audits are not included in these
subpopulations.

555 5.1 through 5.4 Audit Completion 30/1 All audit sign-off dates should be during the report

(all audits completed Date guarter, to ensure that all auditsincluded in these
h P subpopulations are reportable in the same ETA 581
in report quarter)
report quarter.
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Population 5 (continued)

Sort Subpopulations Sort Key/ Step No./ Error Detection Criteria

Number Included in Sort Column No. Rule No.

5A 5.1 through 5.4 Total Wages 31E/1 All total wages reconciliation amounts should equal zero.
(all audits completed | RECONCiliation
in report quarter) (descending)

5.B 5.1 through 5.4 Taxable Wages 32E/1 All taxable wages reconciliation amounts should equal
(all audits completed Reconciliation zero.
in report quarter) (descending)

5C 5.1 through 5.4 Contributions 33E/1 All contributions reconciliation amounts should equal
(all audits completed Reconciliation zero.
in report quarter) (descending)

Sorts 5.B and 5.C rely on data which the States may not capture on their systems, and which may have to be obtained from paper files. Itis
intended that this manually stored data would be captured at the time of validation for sampled transactions only. These sorts require that the
data be captured for all observations much earlier in the process and therefore can only be performed by States with that system capability.
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*Appendix B

REPORT ITEM VALIDATION SPREADSHEETS

INTRODUCTION

Appendix B containsfacsimiles of the spreadsheets Stateswill useto enter and report
their validation findings. States will receive an electronic version of their
Spreadsheets. After States enter their findings, the spreadsheets automatically
calculate the difference between the validation counts and the information reported
on the ETA 581 report.

Data needs to be entered only in afew cells.

1. If, under thecolumnlabeled “ETA 581 Item”, thereisanumber identifying acell
on the ETA 581 report enter the information reported in that cell. The
information should be entered on the corresponding row under the column
labeled *“ Reported Count”.

2. If thereisanumber under the“ Subpopulation” column enter the validation count
for that subpopulation in the column with the heading “Validation Count”.

3. If datavalidation procedurescall for areview of duplicatestherewill beacell at
the bottom of the spreadsheet titled “Duplicate Calculations’. Enter the number
of transactions reviewed and the number of duplicates. The spreadsheet will
calculate the percent of transactions that are duplicates in the sample. It will
adjust overall vaidation counts for these findings.

4. For each sort enter the “ Sort Count” (typically the total number of transactions
in the sorted subpopulations) and the “ Sort Count Difference” the number of
cases that were out of range.

5. Thereisaspace where states can enter comments regarding the causesfor errors
found and any action they plan in response to the errors.
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REPORT VALIDATION SUMMARY SPREADSHEET: POPULATION #1

AUJUOTLU
ETA REPORTED SUBPOPULATION % DUPL. | VALIDATION COUNT COUNT % COUNT SORT SORT | SORT COUNT
ETA 581 ITEM COUNT SUBPOPULATION VALIDATION COUNT | ERRORS COUNT DIFFERENCE DIFFERENCE PASS/ FAIL NUMBER | COUNT | DIFFERENCE
Active contributory
employers 1 11 0 1581 0
Active reimbursing
employers 2 12 0 152 0
All active employers 3 TOTAL 0 0.00 0 PASS 183 0
i 154 0
Duplicate Calculations 1A 0
Transactions Reviewed |4 of Duplicates 1B 0
1.C 0
1D 0

NOTES: COUNT % DIFFERENCE = (REPORTED COUNT (RC) - VALIDATION COUNT (VC))/VC for the TOTAL row.. If the COUNT % Difference in any row is greater than +/- 2%,

the COUNT PASS/FAIL column will indicate a FAIL. In the applicable populations, the $ % DIFFERENCE and $ PASS/FAIL are calculated in the same way that COUNT figures are calculated.

If duplicate counts are found in populations in which dollar figures are validated, the VALIDATION $ Amount will be inflated as a result. It is not possible to adjust VALIDATION $ on the basis of duplicate counts.
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SUBPOPULATION

11

12

Total

COMMENTS

Active contributory
employers

Active reimbursing
employers

All active employers
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REPORT VALIDATION SUMMARY SPREADSHEET: POPULATION #2

ETA REPORTED SUBPOPULATION % DUPL. \gifgi'ITIEO?\l COUNT COUNT % COUNT SORT SORT SORT COUNT

Employers Owing Reports for Prior Quarter ETA 581 ITEM COUNT SUBPOPULATION VALIDATION COUNT | ERRORS COUNT DIFFERENCE DIFFERENCE PASS/ FAIL NUMBER COUNT DIFFERENCE

Contributory Employers 2.5.1 0
Timely 6 21 0 #DIV/O! 252 0
Secured, not timely Item 7 - Item 6 0 2.2 0 #DIV/0! 283 0
Total Secured 7 Sumof2.1+22 0 0 #DIV/O! 254 0
Resolved - filed 23 285 0
Resolved - assessment 24 256 0
Resolved - inactive 25 287 0
Resolved - new liab. date 26 258 0
Resolved - suspended 27 2A 0
Resolved - Cancel 28 2B 0
Resolved, not secured, not timely Items(8 in RQ+1)-7-6 0 Sumof2.3-2.8 0 0 2c 0
Total Resolved Item 8 in RQ+1 Sumof2.1-2.8 0 0 2D 0

Reimbursable Employers 2E 0
Timely 9 29 0 2F 0
Secured, not timely Item 10- Item 9 0 2.10 0 26 0
Total Secured 10 Sumof 2.9 42.10 0 0 2H 0
Resolved - filed 211
Resolved - assessment 212
Resolved - inactive 213
Resolved - new liab. date 2.14
Resolved - suspended 2.15
Resolved - Cancel 2.16
Resolved, not secured, not timely Item 11(in RQ+1)-10-9 0 Sumof2.11-2.16 0 0
Total Resolved 11inRQ+1 Sumof2.9-2.16 0 0

TOTAL 0 0.00 0 PASS

i

Duplicate Calculations

Transa;ctions Reviewed

# of Duplicates

NOTES: COUNT % DIFFERENCE = (REPORTED COUNT (RC) - VALIDATION COUNT (VC))/VC. If the COUNT % Difference in any row is greater than +/- 2%,
the COUNT PASS/FAIL column will indicate a FAIL. In the applicable populations, the $ % DIFFERENCE and $ PASS/FAIL are calculated in the same way that COUNT figures are calculated.
If duplicate counts are found in populations in which dollar figures are validated, the VALIDATION $ Amount will be inflated as a result. Itis not possible to adjust VALIDATION $ on the basis of duplicate counts.
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SUBPOPULATION

COMMENTS

Contributory Employers
2.1
22
Sumof2.1+2.2
2.3
24
25
2.6
2.7
2.8
Sumof2.3-2.8

Sumof2.1-2.8

Timely

Secured, not timely

Total Secured

Resolved - assessment

Resolved - inactive

Resolved - new liab. date

Resolved - suspended

Resolved - Cancel

Resolved, not secured, not timely

Total Resolved

Reimbursable Employers

Reimbursable Employers

29

2.10

Sumof 2.9+2.10

21

21

21

21

22

22

Sumof2.11-2.16

Sumof2.9-2.16

TOTAL

Timely

Secured, not timely

Total Secured

Resolved - filed

Resolved - assessment

Resolved - inactive

Resolved - new liab. date

Resolved - suspended

Resolved - Cancel

Resolved, not secured, not timely

Total Resolved
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REPORT VALIDATION SUMMARY SPREADSHEET: POPULATION #3

ETA ADJUSTED
STATUS REPORTED SUBPOPULATION % DUPL. | VALIDATION COUNT COUNT % COUNT SORT SORT SORT COUNT
DETERMINATIONS ETA 581 ITEM COUNT SUBPOPULATION VALIDATION COUNT | ERRORS COUNT DIFFERENCE DIFFERENCE PASS/ FAIL NUMBER COUNT DIFFERENCE

Total New 14 Sum of 3.1+3.2+3.3 0 0

New, <= 90 days 15 3.1 0 3.8.1 0

New, 91-180 days 3.2 3S.2 0

New, <= 180 days 16 Sum of 3.1+ 3.2 0 0 383 0

New, 181 days or later 33 0 3.5.4 0

Total Successor 17 Sum of 3.4+3.5+3.6 0 0 385 0
Successor, <= 90 days 18 3.4 0 3A 0
Successor, 91-181 days 35 3B 0
Successor <= 180 days 19 Sum of 3.4+3.5 0 0 3C 0
Successor, 181 days or
IIater 3.6 3D 0
Ilnactivations during RQ 3.7 3E 0
Terminations during RQ 38 3F 0
Jinactive Terminations 20 Sumof 3.7 + 3.8 0 0

TOTAL 0 0.00 0 PASS
Duplicate Calculations
Transactions Reviewed (# of Duplicates

NOTES: COUNT % DIFFERENCE = (REPORTED COUNT (RC) - VALIDATION COUNT (VC))VC. If the COUNT % Difference in any row is greater than +/- 2%,
the COUNT PASS/FAIL column will indicate a FAIL. In the applicable populations, the $ % DIFFERENCE and $ PASS/FAIL are calculated in the same way that COUNT figures are calculated.

If duplicate counts are found in populations in which dollar figures are validated, the VALIDATION $ Amount will be inflated as a result. It is not possible to adjust VALIDATION $ on the basis of duplicate counts.
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SUBPOPULATION COMMENTS
Sum of 3.1+3.2+3.3 Total New
3.1 New, <= 90 days
3.2 New, 91-180 days
Sum of 3.1+ 3.2 New, <= 180 days
3.3 New, 181 days or later
Sum of 3.4+3.5+3.6 Total Successor
3.4 Successor, <= 90 days
35 Successor, 91-181 days
Sum of 3.4+3.5 Successor <= 180 days
3.6 Successor, 181 days or later
3.7 Inactivations during RQ
3.8 Terminations during RQ
Sumof3.7+3.8 Inactive Terminations
TOTAL
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REPORT VALIDATION SUMMARY SPREADSHEET: POPULATION #4

ETA 581 ETA REPORTED SUBPOPULATION AMOUNT % AMOUNT SORT SORT SORT COUNT
ITEM SUBPOPULATION VALIDATION COUNT | DIFFERENCE DIFFERENCE PASS/ FAIL NUMBER | COUNT | DIFFERENCE
Conributory employers

Established in RQ 22 4.1 Column 8 0 PASS 4.A 0
Liquidated in RQ 23 4.2 Column 9 0 PASS 4B 0
Uncollectable <8Qs old 4.3 Column 10 4.C 0
Uncollectable >8Qs old 4.4 Column 10 4D 0
Total Uncollectable 24 Sumof4.3and 4.4 0 0 PASS 4E 0
Removed 8 Qs old, est > 2 Qs ago 4.5 Column 11 4F 0
Balance >8Qs old, est RQ-3 4.6 Column 11 4.G 0
Total Removed 25 Sum of 4.5 and 4.6 0 0 PASS 4H 0
Balance <8Qs old 4.7 Column 12 41 0
Balance >8Qs old, est after RQ-3 4.8 Column 12 4] 0
Total Balance EOQ 26 Sum of 4.7 and 4.8 0 0 PASS 4K 0

Reimbursable Employers 4L 0
Established in RQ 34 4.9 Column 8 0 PASS 4M 0
Liquidated in RQ 35 4.10 Column 9 0 PASS 4N 0
Uncollectable <8Qs old 4.11 Column 10 4.0 0
Uncollectable >8Qs old 4.12 Column 10 4P 0
Total Uncollectable 36 Sum of 4.11 and 4.12 0 0 PASS 40Q 0
Removed 8 Qs old, est > 2 Qs ago 4.13 Column 11 4R 0
Balance >8Qs old, est RQ-3 4.14 Column 11 45 0
Total Removed 37 Sum of 4.13 and 4.14 0 0 0.00% PASS
Balance <8Qs old 4.15 Column 12
Balance >8Qs old, est after RQ-3 4.16 Column 12
Total Balance EOQ 38 Sum of 4.15 and 4.16 0 0 PASS

NOTES: COUNT % DIFFERENCE = (REPORTED COUNT (RC) - VALIDATION COUNT (VC))/VC. If the COUNT % Difference in any row is greater than +/- 2%,
the COUNT PASS/FAIL column will indicate a FAIL. In the applicable populations, the $ % DIFFERENCE and $ PASS/FAIL are calculated in the same way that COUNT figures are calculated.

If duplicate counts are found in populations in which dollar figures are validated, the VALIDATION $ Amount will be inflated as a result. Itis not possible to adjust VALIDATION $ on the basis of duplicate counts.
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COMMENTS

Ul Tax Data Validation Handbook

ITEMS
Conributory employers
Established in RQ 4.1 Column 8
Liquidated in RQ 4.2 Column 9
Uncollectable <8Qs old 4.3 Column 10
Uncollectable >8Qs old 4.4 Column 10
Total Uncollectable Sumof4.3and 4.4
Removed 8 Qs old, est > 2 Qs ago 4.5 Column 11
Balance >8Qs old, est RQ-3 4.6 Column 11
Total Removed Sumof 4.5 and 4.6
Balance <8Qs old 4.7 Column 12
Balance >8Qs old, est after RQ-3 4.8 Column 12
Total Balance EOQ Sum of 4.7 and 4.8
Reimbursable Employers
Established in RQ 4.9 Column 8
Liquidated in RQ 4.10 Column 9
Uncollectable <8Qs old 4.11 Column 10
Uncollectable >8Qs old 4.12 Column 10
Total Uncollectable Sum of 4.11 and 4.12
Removed 8 Qs old, est > 2 Qs ago 4.13 Column 11
Balance >8Qs old, est RQ-3 4.14 Column 11
Total Removed Sum of 4.13 and 4.14
Balance <8Qs old 4.15 Column 12
Balance >8Qs old, est after RQ-3 4.16 Column 12
Total Balance EOQ Sum of 4.15 and 4.16
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REPORT VALIDATION SUMMARY SPREADSHEET: POPULATION #5

DRAFT

ETA REPORTED SUBPOPULATION \j\ADljgiII%[I)\l COUNT COUNT % COUNT PASS/ SORT SORT SORT COUNT
ETA 581 ITEM COUNT SUBPOPULATION VALIDATION COUNT  [% DUPL. ERRORS; COUNT DIFFERENCE DIFFERENCE FAIL NUMBER COUNT DIFFERENCE
Large, Change 51 5S.1 0
Large, no change 5.2 5.5.2 0
[Total large employer audits 45 Sum of 5.1 and 5.2 0 0 5.S.3 0
Small, Change 5.3 5.5.4 0
ISmall, no change 54 555 0
[Total change audits 46 Sumof 5.1and 5.3 0 0 5A 0
[Total audits 47 Sum5.1-5.4 0 #DIV/O! #DIV/O! 0 PASS 58 0
t 5.C 0
Duplicate Calculations
[Transactions Reviewed  [# of Duplicates
ETA581ITEM| REPORTED $ SUBPOPULATION VALIDATION $ $ DIFFERENCE | $ % DIFFERENCE $ PASS/ FAIL
[Total wages pre-audit 49 6 PASS
[Total wages post-audit 50 7 PASS
[Total wages under-reported 53 8 PASS
[Total wages over-reported 56 9 PASS
[Tax wages pre-audit PASS
[Tax wages post-audit PASS
[Tax wages under-reported 54 13 PASS
[Tax wages over-reported 57 14 PASS
Contributions pre-audit PASS
Contributions post-audit PASS
Contributions under-reported 55 18 PASS
Contributions over-reported 58 19 PASS
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COMMENTS

Large, Change

Large, no change

Total large employer audits

Small, Change

Small, no change

Total change audits

Total audits

COMMENTS

Total wages pre-audit

Total wages post-audit

Total wages under-reported

Total wages over-reported

Tax wages pre-audit

Tax wages post-audit

Tax wages under-reported

Tax wages over-reported

Contributions pre-audit

Contributions post-audit

Contributions under-reported

Contributions over-reported
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Appendix C

| NDEPENDENT COUNT

APPENDIXCISONLY APPLICABLETOPOPULATIONSFORWHICHTHE
STATE HAS PRODUCED THE RIV FILE FROM THE SAME EXTRACT
FILESUSED TO PRODUCE THE ETA 581 REPORT.

A. PURPOSE

The validation exercises described in Modules 1.1 and 1.2, and those outlined in
Module 2, address the validation of al Ul contributions transactions that have been
included in the ETA 581 report. However, it is aso important to confirm that no
transactions have beenimproperly or systematically excluded from the Federal report.
Although this problem is a difficult one, it is important to ensure that funding,
economic statistics, and performance outcomes are not biased by the systematic
elimination of particular types of transactions.

This module is not applicable for States that produce the RIV file directly from the
employer contributions database, because the RIV process itself constitutes an
independent count through the process of reconstruction. When the RIV file is
produced from the same file used to produce the ETA 581 report, it is necessary to
conduct an independent count in order to identify any errorsthat may have occurred
inthe ETA 581 report since these errors will be duplicated in the reconstruction file.

It is also not possible to perform an independent count when the database does not
contain all of the reported transactions. In these circumstances, the statistical fileis
the only source of data to reconstruct reported counts on the ETA 581 report. Itis
unlikely that any State will need to perform an independent count for 581 validation
asexplainedin Exhibit C.2 (it ismorerelevant to validating Federal benefitsreports).
This procedure is included in this handbook to ensure that States are aware of the
possible problems with using statistical files for both reporting and validation when
database files could be used.

B. MATERIALS(ADP STAFF)
1. Independent Count Files

ADP staff create independent total counts of transactions from the main database for
comparison with counts generated on the extract files used to create the ETA 581. In
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APPENDIX C

general, the independent count is created opposite to the way the RIV fileis created.
TheRIV file should be programmed from the bottom up, by selecting only the codes
and criteria indicated on the file specification in Appendix A. However, the
independent count should be programmed from the top down, by including all codes
relevant to a population and then subtracting observations related to those not
indicated on the file specification.

Exhibit C.1 indicates when independent count validation is required. There are six
typical scenarios for how States produce the ETA 581 report and reconstruct counts
for validation. The ETA 581 Report Source column indicates for each scenario the
source filesthat States use to generate report counts. States may use different source
filesfor different typesof transactions. TheV alidation Reconstruction Source column
indicates for each scenario the source files that States use to reconstruct lists of
transactions for validation.

The Independent Count Required column of Exhibit C.1 indicates whether the State
should conduct independent count validation for transaction types that match the
report and validation scenario.

Exhibit C.2 describes independent count criteriafor each population.

Appendix D containsaspreadsheet to record the resultsof anindependent count if one
proves necessary.
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APPENDIX C

ExHIBIT C.1

ETA 581 REPORTING AND VALIDATION CONFIGURATIONS

ETA 581 Data Validation Indepen-
Transactions dent
Overwritten on | Program Program Count
Scenario | Database Type Sour ce Timing Type Sour ce Timing Required
1 No Count Database | Snapshot Detail Database | Snapshot No
(for Record
reporting Extract
period) (DRE)
2 No Count Stat file Daily DRE Database | Snapshot No
3 No DRE Database | Snapshot DRE Database | Snapshot Yes
(for
reporting
period)
4 No DRE Stat file Daily DRE Stat file Daily Yes
5 Yes DRE Stat file Daily DRE Stat file Daily NA
6 Yes Count Stat file Daily must NA NA NA
Create a
daily
extract
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ExHIBIT C.2

I NDEPENDENT COUNT CRITERIA, BY POPULATION (USING QUERY CAPABILITY)

Population Description

Independent Count Criteria

1 Active Employers

States should not use statistical files to validate active employers because the
count should be taken from the database as a snapshot at the end of the month.

If States do not use this approach for reporting (if they instead derive the number
from changes in status over the quarter), they must use it for validation (they
cannot recreate the active employer population from the status changes).
Therefore, there is no situation which would require an independent count.

2 Report Filing

States generally use data files containing a record for each employer quarter for
both reporting and reconstructing counts of employer report statuses. Therefore,
thereis not likely to be a situation where statistical files are used for reporting or
validation. If a State uses a statistical file for validation, it should create a
frequency distribution of received dates for every employer with areceived date
for the quarter being validated. This count can be used to validate that the
statistical file data matches the data base for al timely and secured reports and
for al reports which are resolved by receipt of report. Thiswill validate
subpopulations 2.1, 2.2, 2.3, 2.9, 2.10 and 2.11, which will be sufficient to
demonstrate that the statistical fileis valid.

3 Status Determinations

States often use statistical files for reporting status determinations when their
system stores only the most recent status determination for each employer
account and thus overwrites or overlays some status determinations. These files
are often called “RQC files’ because they were developed to provide a universe
of determinations from which to derive the RQC sample. These States cannot
perform an independent count from the database to validate the statistical file
because the database will not contain records for all of the status determinations.
Therefore, an independent count is not required for status determinations,
because it is not possible to create such a count in States which use statistical
files.

4 Accounts Receivable

All States must use a transaction history file or audit trail to correctly reconstruct
payments (amounts liquidated), because only such files show the date that each
payment was made. Transaction history files are also the source for receivable
amounts established and amounts declared uncollectible in some States. Thereis
only one source file for such transactions, so an independent count is not
relevant.

All States must use “employer quarter files’ to reconstruct balances for reporting
amounts removed and amounts outstanding at the end of the quarter. Some
States use such balances for reporting amounts declared uncollectible. These
balances are always captured as a “snapshot” at the end of the quarter from the
database, so an independent count is not relevant.

5 Fied Audits

States do not maintain more than one file with field audit results, thus an
independent count is not relevant.
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*Appendix D

| NDEPENDENT COUNT SUMMARY SPREADSHEET

INTRODUCTION

When a State can only create the validation file from the samefile it usesto produce
the ETA 581 Report, then the reconstruction method will not produce meaningful
results. Inthat casethe State conducts an I ndependent Count as outlined in Appendix
C. Thisappendix provides a spreadsheet to be used when entering the results of the
Independent Count.
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INDEPENDENT COUNT
SUMMARY SPREADSHEET

% DIFFERENCES
ADJUSTED
REPORT/ REPORTED | VALIDATION
RECONSTRUC- ADJUSTED COUNT/ COUNT/ ADJUSTED
POPULATIO TION DATA REPORTE | VALIDATIO| INDEPENDEN | INDEPENDE | INDEPENDEN | INDEPENDEN | |PASS
N SOURCE D COUNT | N COUNT T COUNT NT COUNT T COUNT T COUNT / FAIL COMMENTS
1
2
3
4
5

The independent count may legitimately be higher than the validation count if it includes observations in issue codes not specified on the RIV printout.

An adjusted independent count may be calculated in these circumstances and should be explained in the comments column.

Ind cnt xls.xls

D.2

5/25/01



Appendix E

VALIDATION WORKSHEETS

INTRODUCTION

Appendix E containsworksheetsthat Stateswill useto record theresults of datatests
inModules 1 and 2. Thereisaworksheet for each RV population. Thefirst portion
of theformisused to report the results of File Integrity Checks. The second portion
summarizes the results of Data Element Validation, the review of sorted versions of
the RV files. Thislatter information is also entered in the spreadsheetsin Appendix
B.
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APPENDIX E

VALIDATION WORKSHEET 1

Active Employers

File Integrity Validation
Step Sub- Number of
Type populati | Column # Cases Checked Pass
ons
FIV 1.1 All
FIV 1.2 All
Data Element Validation
Step/Rule | #of
Step Sort in Cases # of % of Pass
Type Number | Sort Key Handbook | Checked | Errors | Errors or Fail
Sort 181 Employer Status 3A/1
Sort 1.82 Employer Type 2A/1
Sort 1.83 Employer 2B/1
Type
Sort 1.S4 1. Liability Date 3A/2
(reopen)
2. Liability Date
(initia)
Sort 1A EAN 2A/2
Sort 1.B EAN 2B/2
Sort 1C Inactive/ Terminated 3A/3
“asof” Date
Sort 1D 1. Number of 3A/4
Liable Quarters
2. Sum of wages

NOTES: Validator should ensure, prior to beginning validation, that the appropriate reconstruction file and sort
file pages are printed and assembled with this worksheet, RV spreadshests, independent count
spreadsheet (if applicable), and screensused in FIV. (See Module 2.)
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APPENDIX E

VALIDATION WORKSHEET 2

Report Filing
File Integrity Validation

Step Sub- Number of

Type populations | Column # Cases Checked Pass
FIVvV 2.1 All

FIVvV 2.2 All

FIVvV 2.3 All

FIVvV 24 All

FIVvV 25 All

FIVvV 2.6 All

FIVvV 2.7 All

FIVvV 2.8 All

FIVvV 29 All

FIVvV 2.10 All

FIVvV 2.11 All

FIVvV 2.12 All

FIVvV 2.13 All

FIVvV 2.14 All

FIVvV 2.15 All

FIVvV 2.16 All
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APPENDIX E

VALIDATION WORKSHEET 2

Report Filing
Data Element Validation
Step/Rule | #of
Step Sort in Cases # of % of Pass
Type Number Sort Key Handbook | Checked | Errors | Errors |or
Fail

Sort 2S.1 Employer 2A/1

Type
Sort 2.5.2 Employer 2B/1

Type
Sort 253 Filing Status | 8A/1

Indicator
Sort 2.54 Filing Status | 8B/1

Indicator
Sort 2.55 Filing Status | 8C/1

Indicator
Sort 2.5.6 Received 8A/2

Date
Sort 287 Received 8B/2

Date
Sort 2.S8 Received 8C/2

Date
Sort 2A EAN 2A/2
Sort 2.B EAN 2B/2
Sort 2.C Final 8C/3

Assessment

Date
Sort 2D Liability 8C/4

Date

(Met

Threshold)
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APPENDIX E

VALIDATION WORKSHEET 2

Report Filing

Data Element Validation
Step/Rule | #of
Step Sort in Cases # of % of Pass
Type Number Sort Key Handbook | Checked | Errors | Errors |or
Fail
Sort 2.E Liability 8C/5
Date
(Initial or
Reopen)
Sort 2.F Inactive/ 8C/6
Terminated
“asof "Date
Sort 2.G Suspended | 8C/7
“asof”
Quarter
Sort 2.H Inactive/ 8C/8
Termination
Processing
Date

NOTES: Validator should ensure, prior to beginning validation, that the appropriate reconstruction file and sort
file pages are printed and assembled with this worksheet, RV spreadsheets, independent count
spreadsheet (if applicable), and screensused in FIV. (See Module 2.)
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APPENDIX E

VALIDATION WORKSHEET 3
Status Deter minations

File Integrity Validation
Step Sub- Number of
Type populati | Column # Cases Checked Pass
ons
FIV 31 All
FIV 3.2 All
FIV 33 All
FIV 34 All
FIV 35 All
FIV 3.6 All
FIV 37 All
FIV 3.8 All
Data Element Validation
Step/Rule | #of
Step Sort in Cases # of % of Pass
Type Number | Sort Key Handbook | Checked | Errors | Errors |or
Fail
Sort 3S1 Status 11A/1
Determination
Type
Sort 382 Status 11B/1
Determination
Type
Sort 383 Status 11C/1
Determination
Type
Sort 3.54 Status 11D/1
Determination
Type
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APPENDIX E

VALIDATION WORKSHEET 3

Status Deter minations (continued)

Data Element Validation
Step/Rule | #of
Step Sort in Cases # of % of Pass
Type Number | Sort Key Handbook | Checked | Errors | Errors |or
Fail
Sort 3.55 Time Lapse 12/1
Sort 3A Status 13/1
Determination
Date
Sort 3.B 1. Activation 11A/2
Processing
Date
2. Reactivation
Processing
Date
Sort 3.C Successorship 11B/3
Processing Date
Sort 3.D Predecessor 11B/2
Account Number
Sort 3.E I nactivation 11C/2
Processing Date
Sort 3.F Termination 11D/2
Processing Date
TPS Acceptance Sample issues:

NOTES: Validator should ensure, prior to beginning validation, that the appropriate reconstruction file and sort
file pages are printed and assembled with this worksheet, RV spreadsheets, independent count
spreadsheet (if applicable), and screensused in FIV. (See Module 2.)
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APPENDIX E

VALIDATION WORKSHEET 4
Accounts Recelvable

File Integrity Validation
Step Sub- Number of
Type populations [Column # Cases Checked Pass
FIVvV 4.1 All
FIVvV 4.2 All
FIVvV 4.3 All
FIVvV 4.4 All
FIVvV 4.5 All
FIVvV 4.6 All
FIVvV 4.7 All
FIVvV 4.8 All
FIVvV 4.9 All
FIV 4.10 All
FIV 411 All
FIV 412 All
FIV 4.13 All
FIV 4.14 All
FIV 4.15 All
FIV 4.16 All

Data Element Validation

Step/Rule | #of
Step Sort in Cases # of % of Pass or
Type Number Sort Key Handbook | Checked | Errors | Errors | Falil
Sort 4.A Transaction | 23/1
Date 24/1
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APPENDIX E

VALIDATION WORKSHEET 4
Accounts Receivable (continued)

Data Element Validation
Step/Rule | #of
Step Sort in Cases # of % of Pass or
Type Number Sort Key Handbook | Checked | Errors | Errors | Falil
Sort 4B Established | 22/1
Q/Date
Sort 4.C Transaction | 22/2
Type
Sort 4D Amount 22/3
Established
in RQ
Sort 4E Transaction | 23/2
Type
Sort 4.F Liquidated | 23/3
(Pay/Ad))
Sort 4G Established | 24/2
Q/Date 25/1
Sort 4.H Employer 24/3
RQ 25/4
26/3
Sort 4. Employer 24/4
RQ 26/2
Sort 4. Due Date 24/5
25/6
26/5
Sort 4K Due Date 24/6
26/4
Sort 4L Transaction | 24/7
Type
Sort 4.M Uncollectibl | 24/8
e
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APPENDIX E

VALIDATION WORKSHEET 4
Accounts Receivable (continued)

Data Element Validation
Step/Rule | #of

Step Sort in Cases # of % of Pass or
Type Number Sort Key Handbook | Checked | Errors | Errors | Falil
Sort 4.N Established | 25/2

Q/Date
Sort 4.0 Employer 25/3

RQ
Sort 4P Due Date 25/5
Sort 4.Q Removed 2517
Sort 4.R Established | 26/1

Q/Date
Sort 4.S Balance at 26/6

end of RQ

NOTES: Validator should ensure, prior to beginning validation, that the appropriate reconstruction file and sort
file pages are printed and assembled with this worksheet, RV spreadsheets, independent count
spreadsheet (if applicable), and screensused in FIV. (See Module 2.)
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APPENDIX E

VALIDATION WORKSHEET 5

Field Audits
File Integrity Validation
Step Sub- Number of
Type populations | Column# | Cases Checked Pass
FIV 51 All
FIV 5.2 All
FIV 5.3 All
FIV 54 All
Data Element Validation
Step/Rule | #of

Step Sort in Cases # of % of Pass or
Type Number Sort Key Handbook | Checked | Errors | Errors | Falil
Sort 5S.1 Employer 28A/1

Size
Sort 5.S5.2 Employer 28B/1

Size
Sort 553 Change 20A/1

Audit
Sort 554 Change 29B/1

Audit
Sort 5.85 Audit 30/1

Completio

n Date
Sort 5A Tota 31E/1

Wages

Reconcilia-

tion
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APPENDIX E

VALIDATION WORKSHEET 5

Field Audits (continued)

Data Element Validation

Step/Rule | #of

Step Sort in Cases # of % of Pass or
Type Number Sort Key Handbook | Checked | Errors | Errors | Falil
Sort 5B Taxable 32E/1

Wages

Reconcilia-

tion
Sort 5C Contribu- 33E/1

tions

Reconcilia-

tion

TPS Acceptance Sample issues:

NOTES: Validator should ensure, prior to beginning validation, that the appropriate reconstruction file and sort
file pages are printed and assembled with this worksheet, RV spreadsheets, independent count
spreadsheet (if applicable), and screensused in FIV. (See Module 2.)
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APPENDIX E

WAGE ITEM VALIDATION WORKSHEET

581 Count Recount Number Per centage Missing
Mode Time Period for Batch for Batch of Errors of Errors Missing ID Amount Double Count

Magnetic Tape

Electronic
Transfers

Data Entry

Scanning
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*Appendix F

ALTERNATIVE METHODOLOGY FOR DUPLICATE
DETECTION

A. PURPOSE

States are encouraged to automate the validation process as much as possible. One
method of accomplishing thisisthrough the use of frequency distributions, which can
be useful for report validation (Module 1.1), duplicate detection (Module 1.2).
Freguency distributionsareeasily produced by general purposedataanalysissoftware,
such as SAS or SPSS. Fregquency counts can also be produced using the Structured
Query Language (SQL) programs that are components of relational database
management systems (RDMS) such as Oracle, Ingres, Sybase, and Informix.

B. DUPLICATE DETECTION

Using frequency distributions for detecting duplicates provides several benefits over
a sampling approach. All duplicates in the population will be detected in the
frequency counts, whereas a sample selected from the population might not include
all of the duplicate records. Also, the number of duplicatesin all subpopulations can
beidentified, rather than estimating for the population as awhole.

The procedure consists of three tasks:

1. Count the number of records in the population that match each unique
combination of data elements displayed in Figure 1.6. For this example,
using popul ation 3, the duplicate detection criteriaarethe Employer Account
Number (EAN), Status Determination Date, Type of Status Determination
and Predecessor Account Number.

2. Determine if the frequency count for any unique combination of data
elementsis greater than 1 (signaling a duplicate, triplicate, etc.).

3. Print the records for which duplicates have been detected and research to
determine the cause for the duplicate and whether or not it is valid.
(Population 3may contain duplicate EANswhicharevalid sincean employer
may have more than one status determinations during a quarter. However,
no individual determination should appear in the RV file more than once.)
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Appendix G

SUMMARY OF DATA VALIDATION TASKS

Thetablesin this appendix offer asummary of the major tasks that stateswill need to
accomplish asthey completedatavalidation. Thetablesalsoindicatethetypesof staff
that would typically havethe primeresponsibility for eachtask. Staff rolesaredivided
among:

* Automated data processing (ADP) staff, who havethe primary responsibility
for extracting data from the database to create the reconstruction files. They
also sort and format those files so they are useful to validators.

» Validators, the end users who test the reconstructed data and then assess the
validity of the information the State has reported on the ETA 581 report.
Validators should work closely with ADP staff to determine the information
that belongs in the reconstruction files.

» Managersareresponsiblefor assuringthat (1) thedatavalidation processstays
ontrack and (2) the data validation team hasthe resourcesit needsto meet the
requirements of this handbook and the schedule set by the State.

This set of tablesisintended to be a checklist that each State can use as a guide when
developing its plan. With different priorities, reporting systems and staff capacities,
each State will develop a different plan to suit its unique circumstances and
preferences.

Finaly, though we talk here about a single plan, many states will want to develop
different plans for validating different populations. These plans may have different
staff and schedules.
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APPENDIX G

Task 1: Preparing for Data Validation

Activity Roles

Assemble data validation team. Managers
Review handbook. Validators, ADP
Attend training. Share training with staff who did not attend. Validators, ADP
Review and update state-specific information in Module 3 of the handbook. ADP, with help from
Send US DOL and its contractors a copy of the module with any needed validators
changes clearly marked.
Develop a data validation plan with: Managers,
1. Schedule for completing data processing and validation review for each validators, ADP

population.
2. Staff assgnments for each step in the data validation process.

Task 2: Creating Reconstruction (RV) Files

Activity Roles
Review specifications, product requirements, and schedules. ADP, Validators
Convert handbook specifications into programming specifications. ADP
Develop “capture” programs if needed. ADP
Develop file extract programs. ADP
Develop programsto format extracted files for reviewers. ADP
Review test output for consistency with handbook requirements. Validators
Modify programs to correct any problems identified. ADP
Schedule data validation extract programs to run at the sametime ETA Managers, ADP,
581 programs are executed. Also arrange to print any screens needed for Validators
Module 2 at the same time.
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APPENDIX G

Task 3: Duplicate Detection

Activity

Roles

Following the specificationsin Table 1.2.1, Duplicate Detection Criteria,
determine the sample type and size required for each population

ADP, Vdidators

Select a sample of transactions (or for population 3 a sample of duplicate ADP
EANSs).?
Print out the records for employersin the sample after sorting them by ADP
EAN.
Review the EANsin the sample for population 3 to determineif they are Validators
true duplicates. Use the duplicate detection criteriain Table 1.2.1 to
guide the review.
Enter the duplicate detection findingsin the RV spreadsheet. Validators
& Employer Account Number
Task 4: FileIntegrity Validation
Activity Roles

Secure a printout of the first page of the RV printout for each subpopulation.
Mark the first two records.

In advance, have necessary query screens produced at same time reconstruction
fileis created.

Following the steps indicated in the work sheets in Appendix A and described in
Module 3, review and validate every item (column) on the printout for the two
selected records.

Record the results on the top half of the workshest.

If invalid datawere used in the creation of the reconstruction file, correct the
file and begin thistask over again. Thisis obvioudy a step that should be done
well before the scheduled date for the actual validation.

Conduct Item Vadlidation for corrected versions of the RV file.

Validators, ADP

Vaidators or ADP

Vaidators

Validators
ADP

Validators
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APPENDIX G

Task 5: Data Element Validation
Sorting the Reconstruction Files

Activity

Roles

Identify Sort Requirements from Appendix A, Part 11

Sort RV filesasindicated in the Appendix. Thiswill produce several new files
for each subpopulation. Maintain same headings and record layout asin
origind file. Change only the order of transactions and the title of the printout.

Review first test of sorted files. Make any revisions needed.

ADP, Vdidators
ADP

ADP, Vdidators

Review first and last page of each sort file. The review should be guided by the Validators
steps listed in the sort criteria, and discussed in the Data Element Validation
instructions within Module 3. Print out and retain the first and last pages of
each sorted version of thefile.
Review additional transactions for sorts 1.C and 3.S5.5 Validators
Calculate percentage error and enter results on Worksheets from Appendix E. Validators
Task 6: Recording the Results
Activity Roles

Enter report counts and validation counts in the spreadsheets found in Appendix
B. Thiswill normally be done manually, although states have the option to
develop processes to automatically transfer information into spreadsheets.

The spreadsheet will calculate a Pass/Fail verdict on the accuracy of each
vaidated item.

Submit the findings as documented on the spreadshests.

Validatorsmanagers
or ADP

Validatorsmanagers
or ADP

Managers
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